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F you are of average height, it 
I would probably be impossible for 
you to get into a suit of medieval 
armor. That’s because the knights 
back in the Middle Ages were smaller 
than men today. 

One of the major reasons for the 
growth of modern man is his better 
balanced diet. Because he is normally 
provided with a variety of foods in 
perfect condition all year ‘round, he 
is bigger and healthier. 

One of the most important ways of 
providing food whenever and wher- 
ever needed, is by storing it in cans. 
Today, the canning industry is pro- 
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viding food for hundreds of millions of 
people. Naturally such an industry 
requires a lot of steel in the form of 
tin plate. 

Three members of the United States 
Steel family help to supply the can- 
ning industry. Carnegie-IIllinois Steel 
Corporation, Tennessee Coal, Iron & 


Railroad Company and Columbia 
Steel Company. 
The work of Carnegie-IIlinois, 


T.C.I. and Columbia to help furnish 
the canning industry with steel, typi- 
fies the vital roles being played by 
members of the Industrial family that 
serves the nation—United States Steel. 


United States Steel Corporation Subsidiaries 
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Crown Cork & SEAL 
CoMPANY, INC. 


: « pro} 
PREFERRED DIVIDEND 


The Board of Directors has this day de- 
clared the Regular Quarterly Dividend of 
fifty cents ($.50) per share on the $2.00 Cumu- 
lative Preferred Stock of Crown Cork & Seal 
Company, Inc., payable December 15, 1948. 
to the stockholders of record at the close of 
business November 19, 1948. 

The transfer books will not be closed. 


COMMON DIVIDEND 

The Board of Directors has this day de- 
clared a Dividend of twenty-five cents ($.25) 
per share on the Common Stock of Crown Cork 
& Seal Company, Inc., payable November 29, 
1948, to the stockholders of record at the close 
of business November 12, 1948. 

The transfer books will not be closed. 

WALTER L. McMANUS, Secretary. 

October 26, 1948. 











e DIVIDEND NOTICES ae: 


DEBENTURE: The regular quarterly 
dividend of $2.00 per share on the De- 
benture Stock will be paid Nov. 1, 1948, 
to stockholders of record Oct. 25, 1948. 
“A” COMMON and VOTING COM- 
MON: A dividend of 40 cents per share 
on the‘‘A’’Common and Voting Common 
Stocks, making the total for the year $1.00, 
will be paid Nov. 15, 1948, to stockholders 
of record Oct. 25, 1948. 

A. B. Newhall, Treasurer 
Dewnioon Manufachuing So. 


Framingham, Mass. 




















UNITED STATES LINES 
COMPANY 


Common 
Stock 
DIVIDEND 


The Board of Directors has authorized 
the payment of a quarterly dividend of 
sixty-two and one-half cents ($.6244) per 
share payable December 14, 1948 to hold- 
ers of Common Stock of record November 
30, 1948 who on that date hold regularly 
issued Common Stock ($1.00 par) of this 
Company 

Holders ot former stock issues of the 
Company entitled to issuance of Common 
Stock ($1.00 par) in exchange for their 
holdings will be paid this dividend when 
exchange is made. 

CHAS. F. BRADLEY, Secretary 


One Broadway, New York 4, N. Y 
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Burroughs 


190th and 191st CONSECUTIVE 
CASH DIVIDENDS 


A quarterly dividend of fifteen ($.15) a 
share and an extra dividend of fifteen cents 
($.15) a share have been declared upon the 
stock of BURROUGHS ADDING MACHINE 
COMPANY, payable December 10, 1948 to 
shareholders of record at the close of busi- 
ness, November 1, 1948. Detroit, Michigan. 
SHELDON F. HALL, 


October 21, 1948 Secretary 




















T’S a big moment in a man’s busi- 

ness life when he places on his 
office wall this certificate of mem- 
bership in the New York Stock 
Exchange. 


Here, for all to see, is a coveted 
symbol of business distinction. Here 
is evidence that, together with other 
Members and partners of Member 
Firms—some 3750 in all—he has 
fully and freely accepted a code of 
self-regulation unsurpassed for 
strictness. 


For the rules by which Members 
and Member Firms of the New 
York Stock Exchange agree to con- 
duct their professional relationships 
with clients cover, among other 


For all to see 


things, the amount of capital to 
be maintained . . . disclosure to 
customers of the Firm’s financial 
. plus specific require- 
ments for handling customers’ orders 
and securities. 


In the words of the certificate itself, 
these rules of the Exchange “have 
been formulated for the purpose of 
maintaining high standards of honor 
among its Members and for promot- 
ing and inculcating just and equi- 
table principles of trade.” 


condition .. 


A certificate of membership in the 
New York Stock Exchange is not 
easy to get. Nor is it lightly given, 
for no man can qualify for member- 
ship without first fully satisfying 


the Exchange as to his professional 
competence and his business and 
personal integrity. 

To the investor seeking high stand- 
ards of business conduct and pro- 
fessional service, these facts, we be- 
lieve, are most significant. They in- 
dicate the positive advantages of 
doing your investment business with 
a Member Firm of the Exchange. 





TWO RULES FOR INVESTORS ... 


1. Know your securities 


2. Know your broker 


For years the New York Stock Exchange 
has urged investors to get the facts. This 
means—know your securities! It also 
means —know your broker! 











@ New York Srock EXCHANGE 
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The Trend of ——— 


POST-ELECTION NOTE... National elections are al- less has been a consideration of sorts even with the 
ways important, but this year more than ever. They Kremlin. Our own Paris delegation pursued a policy 
may well turn out the most significant in our history, of “no boat rocking” before the elections. With the 
for the next president will certainly be faced with latter out of the way, we are now in a position to 
decisions that will affect the lives and welfare of al- approach more aggressively the responsibilities and 
most everyone. opportunities of world leadership. Perhaps we shall 
In one respect, however, the elections just held are now learn more about what’s going on in Europe, 
no different from others. The recovery from “elec- shall be in a position to contribute to a fair and rea- 
tionitis,” the calm after the sound and fury of elec- sonable settlement of the Palestine problem, and shall 
tioneering comes as just as welcome an anti-climax generally be able to pursue a diplomacy more wise 
as ever. Now that the din of campaign oratory has and resolute than before, one that may still render 
subsided and the voters have had their say, the nation possible peaceful solution of the many grave problems 
can relax and go back to work again. A great national that have darkened the postwar skies. 
decision has been made with reasonable absence of Domestically many issues hanging fire will now be 
disturbance and in an atmosphere of freedom, and in headed for clarification and quick action, we hope. ‘A 
these times of tension that’s something to be thank-_ stack of vital legislation held over pending the elec- 
ful for. tion outcome will come up for early congressional con- 
The campaign was run along traditional lines and_ sideration. Re-armament is likely to be speeded up 
from past experiences we know that campaign prom- and discussion of a revived lend-lease program should 
ises and party platforms usually have limited practi- quickly reach the active stage. And the great and 
cal meaning. Thus it is somewhat futile at this stage crucial question of negotiating a formal defensive 
to speculate in detail just what the next administra- pact with the free nations of Europe, constituting a 
tion may do in tackling the many domestic and for- radical departure in American foreign policy, can 
eign problems it will have to face. Along broader hardly be put off much longer. 
lines, however, certain developments can be foreseen. In line with the needs of the day, business should 
In the foreign policy field we can expect things be able to look forward to a more sympathetic atti- 
henceforth to move with greater dispatch and de- tude by Government. We may even anticipate some 
cision now that it is decided who will lead the nation measure of Government economy, though in present 
during the next four years. This is important notonly circumstances this can hardly go far enough to justify 
from our own standpoint but from that of foreign lower taxes. Real tax revision must continue to be 
nations as well, whether friendly or otherwise. Un- viewed as a desirable objective for the more distant 
certainty in this respect has doubtless slowed action future. 
on the foreign political front in recent months—on But generally, on purely domestic issues, the out- 
either side, we think—and held in abeyance decisions __ look is for progressive, even liberal action along most 
that otherwise may well have been made. It has par- lines, born of proper insight and understanding not 
ticularly affected the proceedings at Paris, and doubt- only of these issues themselves but of popular senti- 
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ment as revealed during the campaign. In this re- 
spect, the campaign just ended has doubtless helped 
to clear the air in many ways. 


THE DEPRECIATION PROBLEM . . . There have been 
three interesting developments recently in connection 
with the important question of what constitute ade- 
quate depreciation charges under today’s conditions, 
and methods of handling the problem. 

The Committee on Accounting Procedure of the 
American Institute of Accountants—four of its 21 
members dissenting—recently came out against any 
change in present basic depreciation accounting 
methods, suygesting that accounting and financial re- 
porting for general use will best be served by adher- 
ing to generally accepted concepts pending further 
study of the nature and concept of business income. 
For the present, the Committee thought it adequate 
if corporations give supplementary information on 
increased replacement costs in their reports. 

Apparently in support of this attitude, the SEC 
declared that it will continue to oppose corporate ac- 
counting practices which it believes understate earn- 
ings. It opined that corporate statements should not 
show net income after accelerated depreciation 
charges based on replacement costs; instead it rec- 
ommended that corporate accountants should calcu- 
late net income first, then make appropriations out of 
surplus for such deductions as necessary. 

U. S. Steel Corporation in reporting on third quar- 
ter operations revealed sharply increased special 
charges for replacement of plant, to the tune of $13.5 
million for the third quarter or equal to $1.55 a share, 
by advancing its additional charge for wear and ex- 
haustion of facilities from 30% to 60% of the de- 
preciation based on original cost. In justifying this 
action, chairman Olds explained that the continued 
increase in the cost of goods and facilities during 
1948 demonstrated that previous depreciation 
charges “were not sufficient to cover the true cost” 
of property being consumed. The higher charge was 
made effective January 1, 1948; the net result was to 
increase depreciation deductions for the first nine 
months by some $39.7 million, reducing earnings for 
the period to $7.94 per share compared to $9.01 for 
the same period in 1947. This example and these fig- 
ures are cited to illuminate the importance of the 
problem to stockholders. Their stake in the handling 
of the problem is no smaller than that of any cor- 
poration and “Big Steel,” by placing realism above 
accounting conventions, has contributed to bringing 
the problem to public attention. 

It is obvious that depreciation reserves based on 
prewar costs are insufficient to fulfill their function 
—that is to preserve capital investment by replacing 
worn-out or obsolete equipment and facilities. This 
makes it necessary, in order to maintain capital in- 
vestment, that an adequate part of currently large 
corporate profits be earmarked to bolster inadequate 
depreciation reserves. One of the controversial points 
is how to report earnings so that stockholders, work- 
ers and consumers will understand that this part of 
profits cannot be available for dividends, wage rises 
or price cuts. It is a question that is at the root of 
many of today’s misunderstandings, not the least in 
the negotiation of wage contracts. To refer again to 
U. S. Steel, one wonders whether the public would 


have recognized the impact of higher replacement 
costs, had nine months profits been reported as $12.50 
per share instead of $7.94 per share actually shown 
after the more realistic allowance for depreciation. 

Another important aspect is that of taxation. De- 
preciation is a recognized cost of doing business but 
the tax collector recognizes only depreciation based 
on original cost. Since this is inadequate under to- 
day’s conditions, corporations which providently set 
aside additional sums out of income are in effect be- 
ing taxed on capital to the extent of the difference 
between original and replacement cost. This hurts the 
corporations, but also the stockholder, leaving less for 
—— which on top of everything are also double- 
taxed. 

To arrive at a fair solution of this difficult problem 
is not simple, though an easing of the tax laws re- 
garding depreciation suggests itself as the most ready 
remedy. It is up to the tax authorities and business 
to work out a practical formula. Meanwhile stock- 
holders will do well to reflect on all the aspects of the 
depreciation problem which, while not new, is cer- 
tainly getting more acute because of inflation and 
high taxes. The broad public concept that profits are 
profits today requires modification, and explanation 
of profits is certainly in order. Overstatement of earn- 
ings through use of original instead of replacement 
costs as a base for depreciation charges can do con- 
siderable harm by inviting misleading conclusions 
about a company’s true financial position. 


THE FOREIGN TRADE GAP... August foreign trade 
figures reveal a continuation of the shrinkage in our 
foreign trade “gap”, the term often applied to the ab- 
normally one-sided condition of our trade with the 
rest of the world. This excess of exports over imports 
has been declining for over a year as exports have 
been falling off and imports increasing fairly rapidly 
and consistently. Thus in August, our shipments 
abroad amounted to $988 million compared to $1,150 
million a year earlier ; while our imports from abroad 
rose to $598 million from $399 million in August 1947. 
The excess of exports thus narrowed from $751 mil- 
lion last year to $390 million for the latest period. 

While these shifts may mean for us less foreign 
business and more foreign competition, they never- 
theless constitute a welcome corrective development, 
at the same time reflecting a decided improvement of 
the economic situation abroad. Still it seems probable 
that the downtrend of our exports may soon be re- 
versed. Our foreign aid programs are only now get- 
ting into their strides and the beginning of large- 
scale ECA shipments in August prevented an other- 
wise even more notable falling off in our exports dur- 
ing the month. The foreign trade gap, in other words, 
is likely to widen again, though hardly to former 
proportions. 

Those who are apt to deplore the decline in our 
export trade will do well to consider that a goodly 
part of it in the past was financed by loans and grants, 
and will continue to be so financed in the future. It 
would be easy for us to enjoy an indefinite export 
boom, were we ready to continue this practice (in 
other words pay ourselves for it), or else were we 
prepared to accept in payment a vastly greater vol- 
ume of foreign goods—to compete with our own pro- 
duction. It stands (Continued on page 154) 
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BY ROBERT GUISE 


DEBACLE IN MANCHURIA 


W nite world attention in recent weeks has 
been anxiously focused on developments in Paris 
and Berlin, hoping against hope for signs of a pos- 
sible settlement of outstanding East-West issues, 
the alarming communist successes against Chinese 
Nationalist forces in Manchuria have shown anew 
that the struggle against communism is indeed 
worldwide and that none 
of its far-flung fronts can 
be ignored without jeop- 
ardizing the outcome of 
the struggle as a whole. 

At this writing, Man- 
churia seems to be defi- 
nitely lost to the Chinese 
Government. Much of it 
of course was lost months 
ago, with the _ present 
withdrawal merely a be- 
lated acceptance of the in- 
evitable. As it is, the 
Chinese communists now 
have made a clean sweep 
of the campaign they be- 
gan on VJ-Day; they con- 
trol some 400,000 square 
miles and find open the 
way for the establishment 
of an “independent” gov- 
ernment along the lines of 
the accepted communist 
pattern. 

Week after week, the 
communist armies have 
captured one nationalist 
stronghold after another, 
with progressive disinte- 
gration of nationalist mili- 
tary power and morale, 
and with huge losses of 
American - supplied arms 
and ammunitions. Thus it 
is reported that in the last six weeks, some 250,000 
nationalist troops have surrendered or joined the 
communists, and the number may be much larger 
now. Subsequent setbacks have virtually assured a 
complete collapse. Obviously it is a situation that 
calls for a complete overhauling of our own policies 
toward China. 

There are a number of causes for the disaster. 
The Soviet Union, after stripping Manchuria of its 
industrial machinery, arranged the evacuation of 
Russian troops in such a way that Chinese commu- 
nists could seize not only territory but large quanti- 
ties of Japanese arms. Another was that the Chinese 
Reds did their utmost in Manchuria to gain control 
of rural areas and organize the peasants, while gov- 
ernment forces were usually content to remain in 
cities and along the railroad lines. A third undoubt- 
edly was the incompetence of the Nationalist gen- 
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“‘HEY! LOOK BACK HERE!’ 





Smith in the Lancaster Intelligence Journal to 


erals and public officials sent to Manchuria to assert 
the authority of Nanking. The debacle in Manchuria 
thus cannot be solely blamed on Russian imperial- 
ism; it was made possible also by the errors of the 
Chinese Nationalist Government. As a result there 
is now the question how long the Nationalist Gov- 
ernment can last, whether the usefulness of Chiang 
Kai-shek is not hopelessly 
impaired. The gloomy fact 
is that not only is Man- 
churia lost but all of 
North China threatened. 
In the event of further 
setbacks, a dramatic turn- 
ing point in China’s his- 
tory appears inevitable. 
More and more, it seems 
that the civil war that has 
lasted so many years, may 
finally have been won by 
the forces of communism. 

In Manchuria the 
Chinese Government has 
lost a region with greater 
industrial resources than 
any other in East Asia; it 
could have been a source 
of strength of first im- 
portance. Even under the 
most favorable circum- 
stances, however, it can 
hardly be regained soon, 
if at all. Another military 
campaign is not advisable 
until the communists are 
cleared out of North China 
first, where they have 
been growing steadily 
stronger. 

What can be done, then, 
save the situation? 
Chiang Kai-shek’s remedy 
is a familiar one: Aid to China. It was a persuasive 
argument in the past, and caused us to sink many 
hundreds of millions into China without notable re- 
sults. Perhaps it was a question of too little and too 
late, but this is open to doubt. Washington quarters 
reject the idea that lack of more supplies has been 
responsible for the latest debacle. Rather they point 
to poor morale and poor leadership, the existence of 
which can hardly be disputed. 

Chiang Kai-shek’s most important problem, it 
seems to us, is to gain the support of the Chinese 
people for resistance to the communists. So far 
Nationalist China has not been able to develop the 
strength, leadership, and coordination between army 
and the people to save herself. American aid alone 
can be no substitute for policies and principles and 
the leadership which will find mass response among 
the Chinese people. If the (Please turn to page 154) 
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Market Forecasting Good Business 


Barring seriously unsettling foreign news, we do not look for more than normal technical 


reactions any time soon. There does not appear to be much chance for a business recession 
of real significance, if any, in 1949; and the change in political climate is basically favor- 
able. However, we would defer any general buying for a while longer. 


By A. T. 


py he market gained a little ground on balance 
during the fortnight since our last previous analysis 
was written, despite the fact that it was under mod- 
erate selling pressure during most of last week. This 
is to say that it has so far given up less on correc- 
tive recession — the first such pause of more than 
one to two days’ duration since the upswing started 
from the September 27 low — than it gained in the 
single trading week ended October 23. 

The maximum rise to date has not been spectacu- 
lar in scope, amounting only to about 8% for the 
Dow-Jones industrial average, or in the volume of 
transactions involved. In these respects the move 
has been so moderate that it could hardly of itself 
impair the underlying technical position importantly. 
However, technical vulnerability is one thing, and its 
apparent absence is only a negative favorable con- 
sideration; while a dynamically favorable balance 
between the demand for stocks and the supply for 


MILLER 


sale is something else again, fer without it the im- 
mediate potentials will be limited. 


Short-Term Outlook Indeterminate 


There has been nothing in the news to check the 
market rise. What has checked it, at least for the 
time being, are reasons within the market itself. It 
has been a market of limited swings, without a sus- 
tained major trend, for more than two years; and 
everybody knows it. Hence, when the industrial 
average works back close to the top of the previously 
indicated range, as it recently did, demand slackens 
as investors decide to wait and “take another look”; 
and selling increases. Probably that is pretty much 
the story of the past week, following a fairly sharp 
upward spurt which toward the end of the preceding 
week (October 22-23) had taken the industrial aver- 
age up to 190.19, compared with a high last June of 

193.16, and with the 1947 trading- 
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range high of 186.85. 

And there is more than a question 
of trading-range involved. The market 
looks “fairly high” around 190, at 
least in the eyes of those who are im- 
pressed — probably over-impressed — 
by straight historical comparisons. The 
1937 bull-market peak was roughly 
194; that of 1946 roughly 212. In other 
words, not since 1930 — when the 
market was sliding down from the 
monumental 1929 top of 381 — has the 
industrial average been above its re- 
cent rally high, with the exceptions of 
1937 and 1946. The psychology arising 
from such comparisons, which hit the 
eye on any long-term chart, also has 
worked to check the market rise in 
this instance. 

Probably it would take a consider- 
able effort for the market to rise ap- 
preciably above the June, 1948 high of 
193 unless special stimulus were pro- 
vided by some surprising piece of good 
news — startling enough to evoke real 
enthusiasm. (The election, coming a 
day after we go to press with this is- 
sue, is not such news, for the outcome, 


OCT. with the exception of Senate control, 


had been accepted as pretty much of 
a foregone conclusion.) 
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This effort may or may 
not be made; and, if made, «an 
it might or might not suc- ut 
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high, making repeated tries 
to get going again; or 
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It could be argued that this 
tendency is bullish, and it 
might well be; but as a 
guide in market analysis 
the volume indications often 
are not as prophetic as they 
are cracked up to be and 
that is especially so in 
trading-range markets. 

During the last two years 
volume has' been relatively 
large only in “blow-off” 
periods — in both buying 
and selling climaxes. The 
indications have been of 
little use in quiet markets. 
Thus, during the first sev- 
eral weeks of the decline 
from the high of last June, 
the market drifted down 
slowly on low volume, with- 
out looking significantly 
weak ; yet before that swing 
culminated it took the in- 
dustrial average down over 
17 points. 

It has been an uncom- 
monly selective rise — 
much more so than that of last March-June. The 
rails have been sluggish, the first time this has been 
so on such a swing in a great many months. The 
utilities have also been sluggish, although that is 
not new. The action of the industrial average has 
dominated, but within the industrial list as a whole 
the group picture has been very spotty. The strong- 
est groups have been steels, metals, aircraft, brew- 
ing stocks, automobiles, oils, baking and milling 
stocks, cement stocks and tires. There is no common 
“theme” here; but it can be noted with rare excep- 
tions, stocks in soft-goods industries are relatively 
out of favor. Greatest confidence attaches to stocks 
in durable-goods industries in general, where the 
supply-demand outlook is favorable for an extended 
time to come; and, coincidentally or additionally, 
to those in industries which will be chief bene- 
ficiaries of the prospective increase in Federal arma- 
ments spending. Thus, the chief divergences within 
the market seem to have a valid economic basis. 
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Business Outlook Favorable 


Economic activity continues to hold around peak 
levels, so far taking piecemeal adjustments — as in 
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foods and some textiles — in stride. It now appears 
that any decline in private capital outlays next year 
will be fairly small, with a good chance that it will 
be offset by rising public expenditures — Federal, 
state and local — and by some further increase in 
consumer spending, for total personal income is still 
rising. We do not see a basis for a revival of invest- 
ment fears or skepticism about the general busi- 
ness outlook, such as caused the industrial average 
to slump to the vicinity of 165 early last spring and 
which, in conjunction with overdone war fears, 
caused the June-September sag from 193 to about 
176. Although a real settlement in Europe seems 
about as distant as ever, investors ought to be able 
to get used to the cold war; and conviction may 
grow that it is likely to be played to its eventual 
conclusion without either side forcing a military 
showdown. 

In this view reactions over the relatively near 
future are likely to be of moderate scope and may 
well provide buying opportunities in selected stocks. 
What is required to take the market above the June 
high — perhaps eventually above the 1946 high — 
is a general revival of confidence in the future. We 
do not know that this (Please turn to page 154) 
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Huge defense budgets raise basic problems. Together with foreign 
aid and probable revival of lend-lease, such outlays approach the 
limit of what the U. S. can provide under a peace-time economy. 


GOVERNMENT 
SPENDING 


— KEY TO BUSINESS OUTLOOK 


By E. A. KRAUSS 


13 is every indication that Government 
spending will not only determine the economic trend 
and set the pattern of business in the year ahead; 
but also that on balance, such spending will be heavy 
enough to offset or outweigh any contracting ten- 
dencies in our economy as 1949 unfolds. 

Considerations of this sort doubtless underlie the 
generally more optimistic views currently held about 
business prospects, in contrast with the uncertainty, 
if not pessimism, prevalent only a few months ago. 
The change in sentiment appears well founded 
though naturally, actual business impacts of Gov- 
ernment spending can hardly be appraised with ac- 
curacy pending clearer indications of its scope and 
direction. Behind it all is of course the need to 
build up our military strength and that of the 
western nations, a factor that is not likely to vanish 
from the scene either suddenly or soon despite 
day-to-day variations in the international outlook 
picture. Few observers are optimistic enough to 
anticipate any early basic improvement sufficient to 
warrant a change in policy on our part; and while 
this factor operates, it should go far toward up- 
holding overall business at a high level. 





Just how much Government spending appears in 
the offing? Congress of course will have the final 
say, but recently published figures give a fairly 
good idea of what to expect. The Armed Forces 
have wanted military spending (for our own rearm- 
ament) raised to $20 billion and higher to provide 
“adequate security,’ apart from any future exports 
of arms to European countries under a new type of 
lend-lease system currently discussed and likely to 
be put up to Congress at the next session. 

President Truman has countered with the proposi- 
tion that defense spending during the next fiscal 
year should not exceed a maximum of $15 billion, 
a figure that may or may not stand in the light of 
future political developments. For the current fiscal 
year, direct military expenditures will total some 
$13.5 billion; however they may increase substan- 
tially thereafter and the military’s goal of $20 
billion may well be realized. 


ECA Shifting Into High Gear 


ECA, now getting into high gear, will lift the 
total still higher, what with existing appropriations 
of some $5.5 billion and with already authorized 
expenditures at the $2.5 billion mark. Lend-lease to 
Europe, if and when it comes, might add another 
$2.5 billion. All of which might well add up to some 
$22 billion, or roughly one half of anticipated total 
budgetary expenditures. 

The latter are equally impressive. Total Federal 
expenditures are currently running at an annual 
rate of $43 billion,.a record peace-time figure. Pre- 
dictions are that next January’s budget for the 
1950 fiscal year may total between $45 billion and 
$50 billion, depending on actual arms outlays. Need- 
less to say, spending on such a scale means the 
injection of a great deal of purchasing power into 
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our economy, making Government spending an im- 
portant factor in our economic life. 

It will not only act as a cushion against any seri- 
ous letdown in business; it may perhaps even halt 
if not reverse the deflationary trends that have de- 
veloped, piecemeal, in various fields where malad- 
justment existed between top-heavy supplies and 
lagging demand. True, on the latter point one can 
be far from certain at this time, but it is well within 
the realm of possibility especially if defense outlays 
further expand. 


Significance of Projected Spending 


A few comparisons will illustrate the significance 
of the figures cited. Government purchases of goods 
and services in 1946, first full postwar peace year 
but still under the influence of heavy military out- 
lays, were $30.8 billion. During the second quarter 
of 1947, they reached their postwar low with an 
annual rate of $27.6 billion. Since then they have 
risen progressively and during the second quarter 
of 1948 reached a new high annual rate of $32.1 
billion or about 13% of total gross national product 
of an estimated $248 billion annual rate. Total 
budgetary outlays currently amount to some 17% 
of total gross national product compared to about 
8% in 1939. Government spending as a business 
factor, in other words, has about doubled in sig- 
nificance on a dollar basis; much more so of course 
in other respects. 

Though views on the overall business outlook are 
once more veering to the optimistic side, opinions 
remain sharply divided as to just what stepped-up 
rearmament will do to individual industries. Clari- 
fication depends primarily on Congress, first in the 
matter of overall spending, and second in the matter 
of restoring of controls. 

As to the first point, we may take it for granted 
that substantial armament spending is assured (in 
view of its political and military necessity) regard- 
less of how economy-minded in other respects the 
next administration and congress may be. The fig- 
ures so far projected look fairly realistic, if not 
conservative, in gauging this potential. 

As to the second point, there is mounting 
conviction that actual spending on anything 
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velop in our. economy if there were no rearmament; 
thus it is equally difficult to estimate to what extent 
we can re-arm, and help others to do so, without 
impinging seriously on civilian production. It may 
do no more than take up the slack, creating rela- 
tively few tight situations such as in steel and cop- 
per. Then again it may do more than that, causing 
a tightening all arcund with more incisive reper- 
cussions. But on the whole there is now consider- 
able assurance that business on hand or in sight will 
support the present rate of economic activity for 
months to come, possibly even a higher rate if the 
supply of labor and materials would permit which 
is unlikely. 





like the projected scale (it has barely 
started) is bound to call for some sort of 
controls, voluntary or involuntary, with 
possibly incisive impacts on civilian busi- 
ness. A case in point are the voluntary steel 
allocations currently in force which threat- 
en a material tightening of the steel supply 
for civilian users. Actual extent of controls 
won’t be decided until the full scope of the 
program is determined. But a large military 
program, with lend-lease superimposed, 
will probably mean limited industrial mo- 
bilization, the return to a semi-war econ- 
omy to the detriment of numerous less 
essential fields; but every kind of business 
might eventually be affected. Those not re- 
ceiving direct defense or lend-lease orders 
will find materials, equipment, even man- 
power for civilian production in tighter 
supply, which in turn would almost auto- 
matically call for allocations of critical ma- 
terials, perhaps even for steps to hold down 
prices. 

Still it is difficult at this time to measure 
exactly the amount of slack that would de- 
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ECA Procurement Authorizations Arranged by 


Commodity Groups 


Evrope— 
Food and Agriculture— 
Wheat 





Wheat Flour 





Rye 





Coarse Grains and Products. ccecccceueeeeneeneee 


Rice 








Other Grain Preparations 
Meats 





Dairy Products . 








Eggs 
Fats and Oils (Including Oilseeds); =. 3 
Vegetables and Preparations 
Fruits and Nuts, Except Peanuts. 
Sugar and Related Products 
Miscellaneous Food Products 
Cotton 

















Tobacco 





Oilcake and Meal and Other Feeds and Fodders, 
N.E.C 


Fertilizers and Fertilizer Materials 
Miscellaneous Agricultural Products. 








Total Food and Agriculture 





Industry— 
Chemicals and Related Products 
Hides, Skins, and Leather 
Lumber and Sawmill Products 
Pulp and Paper 
Coal and Related Fuel 
Petroleum and Products 
Fabricated Basic Textiles 
eo ee eee ane eee ee 2 
Nonmetallic Minerals 
Metallic Ores and Concentrates 
Iron and Steel Mill Products— 

Primary 
Advanced 
Iron and Steel Finished Manufactures 
Machinery 












































Vehicles and Equipment 





Miscellaneous Industrial Commodities.____ 


Total Industry 





Total Commodities 





Technical Services _.. 
Ocean Freight 
Projects—Reconstruction Program for Greece... - 











Total Europe 


China— 


Food and Agriculture— 
Wheat Flour 
Rice 
Cotton 
Fertilizer 

Technical Services 

















Petroleum Products 
Ocean Freight 


Total China 











Total, All Countries 





$356,175,331 
113,775,611 
2,145,949 
23,802,536 
837,730 
3,117,611 
65,213,976 
45,416,501 
1,802,375 
95,511,367 
14,672,567 
12,858,862 
13,728,200 
8,874,800 
123,235,280 
36,308,800 


17,930,800 
22,398,499 
9,319,053 


$967,125,848 


$31,956,951 
18,013,945 
25,399,715 
20,714,490 
150,513,751 
175,838,096 
22,203,876 
128,201,784 
7,591,805 
7,932,100 


34,584,932 
8,305,911 
2,008,554 

43,082,606 

62,454,685 

10,220,226 


$749,023,427 
°$1,716,149,275 


$ 1,065,000 


245,992,360 
8,100,000 


$1,971,306,635 


$ 2,158,738 


16,582,195 
54,700,000 
1,189,000 
75,000 
7,999,999 
1,362,173 


$ 84,067,105 
$2,055,373,740 














Were it not for Government spending, the postwar 
boom would have passed its peak some time ago 
and deflation would have progressed considerably 
beyond the initial stages reflected by the scattered 
weak spots in our economy and declining commod- 
ity prices. Rearmament will buttress anew ‘the 
boom’s foundations, but there is no assurance that 
piecemeal adjustment cannot continue if defense 
outlays stay within contemplated limits. One factor 
to consider is that the bulk of armament orders, 
and even more so of lend-lease orders, will come too 
late to reverse the adjustment trend at an early 
date. There is always a sizeable gap between ap- 
propriations, and the placing and execution of 
orders. Pending the latter, the forces operative in 
any given field are likely to continue to exert them- 
selves. Only tightening supply due to pre-emption 
of production or materials for Government purposes 
will halt or reverse the corrective process, setting 
in motion chain reactions that may ultimately re- 
sult in renewed upward pressure on prices, or at 
least in slowing the rate of decline in price levels. 

Official hope at present is that some billions of 
dollars in arms annually could be lend-leased to 
Europe on top of our own preparedness program 
without the need of restoring wartime controls. 
Some are frankly uncertain on this point. But all 
agree that a $15 billion defense budget would ap- 
pear unrealistic in the event of any deepening of 
the international crisis which would send the mili- 
tary running for permissicn to crash through the 
ceiling budget. Foreign events thus will continue to 
have a direct bearing on the outlook. That $15 bil- 
lion ceiling incidentally includes $600 million for 
stockpiling strategic raw materials, which may 
further tighten the supply of many vital materials 
for civilian consumption. 

As matters now stand, Russia’s conduct bids fair 
to result in a definite “slump deferment;” our 
countermoves can be relied upon to keep business, 
employment and purchasing power at high levels. 
The same goes for corporate profits (barring new 
taxes). Some corporations which cautiously packed 
away substantial reserves in anticipation of a slump 
in trade or prices may now be disposed to more lib- 
eral dividends in anticipation of stable business 
ahead. Speaking of taxes, prospects of tax reduc- 
tion appear quite slim in view of the new budgetary 
demands which will make it difficult enough to bal- 
ance the budget. We shall be fortunate if we escape 
higher taxes, once armament spending really goes 
— high gear, if only to offset its inflationary 
effects. 


Integration of ECA and Lend-Lease 


Revival of lend-lease may be still months away. 
Not only must it await congressional approval but 
will require considerable technical preparations and 
discussions before any program can be effectuated. 
Most likely any such program will be carefully bal- 
anced with ECA assistance, meaning that for strict- 
ly civilian purposes, the Marshall Plan countries 
would get less money, but in the aggregate they 
would get more. As it is, arms shipments by law 
cannot be included in ECA aid. Perhaps something 
like this was in the mind of ECA director Hoffman 
when he recently forecast possible slashes in next 
year’s ECA appropriations “because of the progress 
already made by the aided countries.” He failed to 
say, however, in what (Please turn to page 146) 
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crease since the war 
in the proportion of 
corporate earnings 
withheld from shareholders, and retained for vari- 
ous business needs, has sharpened the distinction 
between a corporation and its owners. Although in 
years past certain legal distinctions have been 
recognized between a business operated in the cor- 
porate form, and the people who held its stock, the 
two interests were considered as almost identical. 
This was because earnings of the corporate vehicle 
were to a major extent passed on currently to its 
owners, whose income thus fluctuated with the cycle 
of business prosperity. 

Now, by contrast, we have widespread instances 
where corporate earnings have soared to new high 
levels, yet shareholders have benefitted hardly at 
all. The paradox is not uncommon where business is 
so good that the companies have cut their dividend 
rates. Numerous concerns have taken pains to ex- 
plain that dividends continue low because of the 
heavy demand for funds to finance plant modern- 
ization and expansion programs, as well as to carry 
larger inventories and receivables, and to set up 
special reserves. 

It has been pointed out that the raising of new 
equity capital is difficult under the present money 
market conditions and high personal income taxes, 
and that excessive increases in debt would be dan- 
gerous; therefore, that the financing of cash require- 
ments by retained earnings is to the best interests 
of the company and its shareholders alike. Where, 
one might ask, could the shareholder invest his por- 
tion of the earnings to obtain as high a rate as by 
leaving it with the corporation? 

These arguments are no doubt justified, consider- 
ing business in general and the vast sums of new 
money that have been absorbed in improving plant 
facilities, and financing a record volume of produc- 
tion upon an inflationary trend of wages and prices. 
They call, however, for a somewhat new investment 
approach, as well as new methods of analysis. 

The new investment approach is a recognition 
that, although a company may be making lots of 
money, its owners are getting relatively little of it. 
This means that the traditional “price-earnings 
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ratios” have lost some 
of their significance. It 
suggests why, nowa- 
days, an increase in 
corporate earnings sel- 
dom has a buoyant ef- 
fect upon an indifferent 
market. 

The new investment 
analysis must consider 
not only earnings, but 
the uses to which the company puts the major por- 
tion not paid in dividends. In what assets is the 
money being absorbed, and how wisely? Is the 
company’s plant expansion program now complete, 
or has it further ambitious plans? 

Does the company’s management have a reluct- 
ance to turn over the earnings to “mere share- 
holders,” and a preference to use them for buying 
up smaller concerns, thereby extending the man- 
agement’s scope, power, and salaries? Are big divi- 
dend increases or “melons” to be forthcoming from 
the large accumulated surpluses, if the shareholders 
will but hold on patiently ? 

As background for an examination of recent 
trends, the accompanying summary shows the long- 
term relationship between net income and dividend 
payments of all U. S. corporations. Due to space 
limitations, the table is condensed to show only 
ten-year averages prior to 1941. 

It will be seen that in the ten years 1911-20, 
about 52% of corporate net income was paid out 
in dividends. In the period 1921-30, earnings were 
higher, and the proportion paid out was 81%. In 
1931-40, earnings dropped to a low level and there 
were deficits in three years, so that dividends were 
almost four times the net income. 

From 1941 to 1945, inclusive, dividends averaged 
52% of earnings, but since then, based upon the 
latest official estimates, the proportion has declined 
steadily to only 37% in 1948. 


The Over-All Picture 


Also as background material for our analysis of 
representative companies, it should be kept in mind 
that the general business picture continues to show 
a high level of activity and earnings. Industrial 
reports now being issued for the third quarter show 
in most cases that both sales and net income were 
moderately higher than in the second quarter, and 
materially higher than in the third quarter of 1947. 

Most of the gain in these dollar figures reflects 
of course merely the advance in prices, rather than 




































































Uses and Sources of Corporate Funds in 1947 
(In Billions of Dollars) 

Uses Total Per Cent 
Plant and Equipment. Be $14.7 55.1 
Inventories .... =. Soom 6.7 25.1 
Receivables, etc. 53° 19.8 
pple Le 2S Se aa | 100.0 

Sources 
Retained Net Income 10.1 37.8 - 
Depreciation 4.3 16.1 
Cash and Deposits —1.0 —3.7 
U. S. Government Securities cece 1.5 5.6 
Payables, etc. ....... 7 6.4 
Income Tax Liability 2.3 8.6 
Bank Loans 3.0 11.2 
Mortgage Loans 0.7 2.6 
New Security Issues: 

Capital Stock ae 1.3 4.9 
Bonds and Notes 2.8 10.5 
Total $26.7 100.0 




















increases in physical units of production. There are 
welcome indications, however, that prices are now 
stabilizing, and that the price-weakness in farm 
products, processed foods, and more recently tex- 
tiles, will in the course of time spread to other non- 
agricultural products. There are signs also of a 
stabilizing in wage rates. 

Such developments would tend to counterbalance 
the inflationary forces, such as the credit expansion 
resulting from bank and insurance company loans, 
the heavy Treasury outlays on commodity loans 
and purchases for crop price support, and the in- 
creasing exports in the European Air program now 
moving into high gear. 

It is significant that the consensus of business 
forecasts has turned more favorable with the ap- 
proach of elections and the new year, with the out- 
look considered good well into 1949. This is the 
result of greater price stability, more steel and other 
raw materials being available for the industries, and 
the continued heavy backlogs of unfilled orders. 
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In 1946 and 1947, the heavy demands for cor- 
porate funds from retained earnings and other 
sources were concentrated upon plant expansion and 
modernization, which absorbed more than half of 
tne total, with the remainder divided about equally 
between inventories and receivables. The accom- 
panying table, based upon a Department of Com- 
merce study, shows for all U. S. corporations the 
uses and sources of funds last year. 


Shift in Use of Corporate Funds 


Another comprehensive study, appearing in the 
Federal Reserve Bulletin of June 1948, showed that 
the proportion of funds used in 1946-47 for plant 
expansion to the grand total of funds used (includ- 
ing those applied to debt repayment) ranged as fol- 
lows in ten major manufacturing industries: 
Petroleum 75%, iron and steel 66%, chemicals 62%, 
food 37%, nonferrous metals 37%, automobiles 
386%, machinery and electrical equipment 35%, rub- 
ber 33%, other transportation equipment 15%, and 
tobacco 11%. For retail trade, the proportion of 
funds used on plant was only 24%, but for electric 
and gas utilities it was 80%, for communication 
74%, and for railroads 51%. 

This year, as expected, there has been a decided 
shift in the uses of corporate funds, with a falling 
off in expenditures on plant and equipment as the 
postwar modernization programs become completed. 
This does not mean that new money will not still 
be needed for growth and improvements, but that it 
will be in most instances of only limited amount, 
and can be largely provided for “internally” from 
depreciation reserves. 

There has been, however, a further demand this 
year for funds to carry the larger dollar inventories 
needed to handle the record volume of production at 
advancing prices, and a consequent increase in funds 
tied up in accounts and notes receivable. 

In addition, many companies have this year set 
aside from earnings special reservés for general 
contingencies, or for specific purposes such as pos- 
sible inventory decline or high-cost replacement of 
fixed assets. 


What Our Sample Shows 


The accompanying tabulation of thirty represent- 
ative manufacturing and trade companies, based 
upon their statements for the latest fiscal year, 
shows the highly uneven pattern in both dividend 
policy and use of retained earnings. This group had 
combined net income of approximately $983 mil- 
lion, of which $375 million or only 38% was paid 
out in common dividends. There was retained, after 
payment of $47 million preferred dividends, the sum 
of $551 million, or 56% of total net income. 

It will be seen that the percentage of earnings 
paid in common dividends, shown in the third col- 
umn of the table, varied widely. At the top, paying 
out over 50%, are Reynolds Tobacco, and American 
Tobacco. Paying 40-50% are Allied Stores, General 
Motors, Johns-Manville, and May Department 
Stores. 

In the middle ground were 15 companies, or one- 
half of the total, paying 30-40%. Payments ranged 
20-30% for Celanese Corporation, Dow Chemical, 
Firestone Tire, B. F. Goodrich, Houston Oil, Inter- 
national Paper, and Pacific Mills. Only 10-20% was 
paid by Celotex Corporation, and Skelly Oil. Many 
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Breakdown of Net Income, Dividends, and Uses of Retained Profits 
Dividends Retained Earnings Were Used in Part to Increase 
Net Common As % of Retained Special Inven- Accounts Fixed Surplus | 
Income* Divs. Paid NetInc. Earnings Reserves tories Receivable Assets Account | 
$ million—— % —$million— $ million | 
Allied Stores. .................. $13.6 $ 6.2 45.4%, $ 6.4 $l e $ 8.7 $11.7 $ 65 | 
American Tobacco ...... 33.8 17.7 52.1 12.9 $76.1 72 10.3 13.0 | 
Bethlehem Steel . if 51.1 17.9 35.0 26.6 11.9 34.5 64.9 26.4 | 
Bigelow-Scnford enn cnonevernneenmnonen 3.4 1.2 35.4 2.1 4 1.3 2.0 8 2.0 | 
Borg-Warner . Hee 24.5 7.9 32.3 15.9 5.1 9.6 8.4 5.0 11.4 | 
| SR ReeagEE 9 14.5 5.0 7 1.5 8.6 4.6 
Cluett Peabody 5.3 2.1 39.6 2.9 11.7 2.9 1.7 28 | 
Celanese Corp. nnn 24.2 ta 29.8 13.9 .l 6.9 3.9 32.3 11.3 
Chrysler Corp. ..... 67.2 25.0 37.2 42.2 5.3 15.4 18.3 42.2 | 
Cannon Mills mete es ti 5.2 34.5 9.9 : 4.0 BY 
Dow, Cnamicd) oO 4.9 23.3 13.6 ' 4.0 7.7 35.1 ‘ 
Firestone Tire & Rubber 26.9 7.8 29.0 18.5 ‘ 24.1 7.8 11.8 16.8 
Flintkote ‘ ee ee 2.4 30.7 5.0 1.0 1.3 7.0 5.0 | 
General Mills ........... ae yr 13.1 4.5 34.4 7.1 ae ies 3.2 9.1 7.1 | 
General Motors ......... 288.0 132.2 45.8 142.9 15.1 143.5 66.0 114.9 142.9 __ | 
—""* 2 er 23.2 6.5 28.0 14.6 5.6 10.4 7.0 12.1 ae 
Goodyear Tire & Rubber... 25.5 8.2 32.1 14.3 9.0 47.6 20.8 143 | 
Gulf Oil 95.5 EL 4 33.2 63.7 25.4 27.7 91.7 63.8 
Hercules Powder .. z gehen ee 12.9 5.2 37.4 42 18.2 8.0 7.2 
Houston Oil BE ee eRe 4.0 § 27.5 a3 , a 5 5 3.0 
International Business Machines........ 23.5 8.6 36.5 14.9 1.0 1.7 21.3 14.4 
International Paper ow... ices, a 14.2 26.1 27.2 12.0 9.8 4.5 12.9 27.2 
Johns-Manville cc cccccssenenerneen 9.5 3.9 41.0 5.2 3.3 3.9 20.1 5.3 
May Department Stores 17.2 8.1 47.0 8.0 7 5.3 6.6 12.2 
National Cash Register................... 11.3 4.0 35.4 te 1.5 7.6 13.0 7.9 7.2 
National Steel 0 26.8 8.9 33.2 7.9 1.0 6.7 5.7 21.8 17.9 
Pacific Mills 8.4 2.5 29.7 4.3 1.9 7.5 4 3.4 4.3 
Reynolds Tobacco on 32.1 20.0 62.3 10.4 65.3 2.9 6.1 10.4 
Skelly Oil 21.1 2.5 11.8 18.6 4.4 5.0 13.4 28.6 
“4 | “Ry 6.4 38.7 9.6 1.2 3.7 24.0 25.5 
*—For latest annual or fiscal year available. 




















of these companies might later, if desired, pay out 
considerably more. 

There was an absorption of capital, as shown by 
columns 5-8 in the table, of $603 million for fixed 
assets, $509 million for inventories, $252 million for 
receivables, and $52 million for special reserves. 
This adds up to $1,416 million, against an increase 
of but $533 million in surplus account; the differ- 
ence was financed mainly by increases in bank loans 
and other short-term liabilities, plus increases in 
long-term debt. 


Sales Increase in Line with Bigger Assets 


Although this continuing expansion of corporate 
assets has been viewed with concern by many in- 
vestors, it is reassuring to find that, speaking gen- 
erally, the increases have been little if any more 
than proportionate to the increase that has occurred 
in dollar sales. This may be seen from a ratio analy- 
sis of the latest quarterly estimates of operations 
and balance sheet condition of all U. S. manufactur- 
ing corporations, prepared jointly by the S.E.C. and 
the Federal Trade Commission. 

For example, sales are running at the annual rate 
of 5.8 times inventories, compared with 5.7 times 
a year ago. In some lines (food, textiles, clothing, 
paper) the inventory accumulation will nevertheless 
bear watching. Sales are running at 4.7 times plant 
valuation, against 5.0 a year ago. Receivables repre- 
sent only 30 days sales, the same as a year ago. 
Receivables, however, will also bear watching, in 
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view of the creeping increase in business failures, 
particularly among newly-established retail dis- 
tributors. 

Current liabilities are only 31% of net worth, 
the same as a year ago. Total debt is 44% of net 
worth, against 43% last year. Plant represented 
49% of net worth, against 45% last year. 

Taking a broad view of the expansion since pre- 
war of American industry leads inescapably to the 
conclusion that it has (Please turn to page 150) 

















Net Income, Dividend Payments and Retained 
Income of All U. S. Corporations 
(In Billions of Dollars) 
Net Dividends %ofNet Retained 
Average 10-Yrs. Income Paid Income Income 
1901-26. FAS $2.4 52 $2.2 
C7 |) any 7. 4.2 8! 1.0 
(ar-4@ 8s 0.9 3.5 389 —2.6 
Years 
S908 ee OR 4.5 él 2.8 
ON eS. Ta 4.3 48 4.7 
(769 ee IO 4.4 a4 5.6 
1944 . eet A 4.6 50 4.6 
OG oe RG 4.6 ’ 57 aes 
a mm, | 5.6 49 5.8 
(947 2. «FSS 6.4 38 10.4 
We ee Ee aa 37 12.5 
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The vast population changes during the 
last decade had in their train significant 
shifts on our industrial map. But business 
not only has followed the new markets 
thus created; it has itself opened new 
ones, stimulating further migration. 





sometimes one and then the other 
providing the primary motivation. 
These combined influences have de- 
cidedly altered our industrial map 
in the short space of eight years, 
with major implications as to what 
may be ahead. 

Last year’s population gain of 
2.7 million, added to recent Bureau 
of Census estimates, raised the 
over-all total to around 145 million 
compared with about 132 million in 
1940. Shifts from one state to an- 
other, however, resulted in widely 
varying gains in some sections, 
along with actual losses in others. 
In general, a substantial trek from 
agricultural areas to urban centers 
has occurred, with a marked move- 
ment from many parts of the coun- 
try towards the West and South- 



























































































































































































































































































































































west. 

For example, top gains of 49.6%, 
45.1% and 40.1% were registered 
by Oregon, Washington and Cali- 
fornia respectively, lifting their 
combined populations by 4.4 mil- 
lion during the period under re- 
view. In contrast, farming states 
like the Dakotas, Montana and 
Oklahoma were among the chief 
losers percentagewise, with losses 
ranging from 6.1% to 15%, along 























By JOHN C. CRESSWILL 


Eight years of spectacular economic activity, 
generated by war and fostered dynamically by post- 
war conditions, have brought into play some migra- 
tory forces of far reaching importance to the busi- 
ness man. A 10% growth in population, along with a 
record rise in well paid jobs, has spurred workers as 
never before to move where opportunity seemed 
brightest. This trend has brought some significant 
shifts in the buying power of various markets 
throughout the country, for population gains and 
losses in the different states have varied widely. 

Alert manufacturers and distributors have been 
prompt to exploit and nourish expanding markets 
created by some of these vigorous population move- 
ments, incidentally providing new jobs and stimu- 
lating further migration. Indeed, it is hard to dis- 
tinguish between cause and effect as to the part 
played by industry in population shifts, because 
stepped up development of natural resources, decen- 
tralization policies and even military considerations 
have established enterprises that prove a magnet in 
attracting workers from remote sections of the 
country. 

In other words, industrial and population growth 
go hand in hand, each stimulating the other, with 





with a few southern states such as 
Mississippi and Arkansas where 
the minus figures were more mod- 
erate. In like manner, Nevada and 
Arizona gained from 28% to 35%, 
Texas, Michigan, Ohio, Indiana and 
Utah from 12.6% to 17.8%, while 
no less than 29 states, some very populous, failed to 
reach the average national gain of 10.7%. This lat- 
ter fact is important, for percentages do not portray 
the more significant factor of numerical changes. 


Far West Leads In Gain 


On balance, it appears that the Far West plus the 
Great Lakes area are getting the lions’ share of 
newcomers, with suburban sections adjacent to large 
cities like New York and Washington gaining popu- 
lation rapidly though they may be located in other 
states like New Jersey, Connecticut, Virginia and 
Maryland. On a broader scale it looks as if the New 
England states were having trouble holding their 
own, as well as Pennsylvania and most of the states 
along the Atlantic Seaboard except Florida, the lat- 
ter now booming. 

Looking back to war years, it seems pretty clear 
that the general pattern of migration established 
when huge new warplants were built far away from 
the Atlantic Seaboard and rural workers thronged 
to the big industrial centers, seems to have been re- 
peated in postwar and even extended as regards the 
Pacific Coast. Partially accountable has been the 
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rapid mechanization of farms, wartime experience 
of workers liking the climate and environment of 
certain regions, not to mention the greater ease with 
which increased income and living advantages could 
be won in populous centers. 

The manner in which industry has tended to mi- 
grate since 1940 has been affected by numerous fac- 
tors, varying as to different groups and individual 
company policies. Location of some $5 billion pri- 
vately constructed war plants, including those ac- 
quired from the Government in postwar, in regions 
distant from former places utilized, has broadened 
the activities of many concerns. On top of this, post- 
war construction programs now about completed 
have involved an additional $5 billion, with perhaps 
as much more to be spent over the longer term. 
While this increased capacity may raise the national 
total by 50%, there is strong evidence that the 
South and West will win about three times the gain 
achieved by the Northeast section of the country. 


Other Factors Influencing Decentralization 


Not alone population gains but such factors as 
freight and wage differentials, the exploitation of 
petroleum resources, lumber, cotton and minerals, 
have influenced the investment of huge sums in the 
newly favored regions. By degrees, for example, the 
textile industry has been constructing and modern- 
izing plants in the South, accelerating the trend in 
postwar as a 5% wage differential, ready access to 
raw cotton and favorable freight rates competed 
irresistibly with mills in the Northeast. 

Now it is estimated that the southern cotton in- 
dustry accounts for 75% of total output, with pros- 
pects of a further rise. As a result, though produc- 
tion of durables has been stepped up in the north- 
eastern regien, a net loss of some 3% in factory jobs 
has been estimated. A major expansion in the paper 
and lumber industry has also given the South a far 
larger share of the national output than formerly, 
while the uptrend in personal incomes below the 
Mason and Dixon Line has brought large automobile 
assembly plants, new retail stores, agricultural 
equipment warehouses and the like. 

In booming Texas, where oil fortunes are piling 
up by the score, vast chemical plants have sprung 
up in addition to the wartime plants built to produce 
essentials for the production of synthetic rubber. 
Postwar construction of various industrial plants, 
commercial buildings and homes has already ex- 
ceeded records established in war years, impressive 
as these were. As a result of.these stimulants, wages 
have risen above the national average. Spread over 
a sizable growth in population, this has given Texas 
a larger share of the national income, the basic lure 
to industry in mapping out expansion programs. 
Applied to the Southwest and West broadly, this 
factor has helped to lift the share. of national in- 
come to around 40% of the total. 

The most fertile field for industrial growth has 
been the Far West. Only a few years ago production 
of lumber and food outstripped that of other items 
by a wide margin in this region. Wartime building 
of ships and munitions, though, transformed the 
area into a leading industrial area very rapidly, at- 
tracting a flood of workers from other regions, while 
millions of Army and Navy personnel had their first 
chance to appreciate the advantages of the Pacific 
Coast as a spot to locate in postwar. : 

Although births and an influx of well-to-do mi- 
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grants has helped to expand the population fast, the 
initiative of business in utilizing and expanding war- 
time plants and establishing a string of new indus- 
tries has held many war workers from returning 
home, besides opening an inviting prospect for in- 
coming migrants. The vast development of cheap 
power from the big Government dams and an in- 
creasing availability of natural gas has further 
stimulated industrial growth. Metals and chemicals 
formerly shipped from the Midwest and East are 
now pouring out of newly constructed western fac- 
tories, and practically all of the large automobile 
manufacturers have established assembly plants. 
Ford in particular is now ordering $50 million of 
parts from local suppliers in the region, thus show- 
ing how one form of business creates another, estab- 
lishing a firm foundation for permanent growth. 


Rising Income Offsetting Static Population 


These facts, however, point to another. It is that 
industrial migration does not necessarily hinge upon 
following the caravan of personal migrants and the 
observance of sharp population uptrends in certain 
regions, influential though these factors often are. 
Even in regions where population gains have been 
relatively static or on the losing side, an over-all 
rise in personal incomes has proved an offset. 

This is aptly shown by the experience of some of 
the southern states now enjoying a fair share of 
national prosperity. Though wages in this general 
area still are about 15% below the national average, 
they have climbed from such a low former base as 
to greatly increase the purchasing power of their 
population all along the line. Mechanization of farm- 
ing and lumbering has released many workers from 
ill paid jobs to better ones in the factories, without 
leaning upon migrants to fill them. New textile, 
paper, rubber, food processing and chemical plants, 
automobile assembly units, department stores and 
movie theaters have held employment at high levels, 
in turn benefitting from the increased purchasing 
power they have given rise to. Large corporations 
established in other sections have been awake to 
improved potentials in the South and have estab- 
lished branches at many points. 

(Please turn to page 1538) 




















Population Changes by Major Geographical Areas 
July | July | 

1940 1948 Percent 

Region (Population in millions) Change 
Northeastern States 36.0 39.2 8.0 
New England . ee 8.4 9.4 12.0 
Middle Atlantic 27.5 29.8 9.0 
North Central States 40.1 43.7 9.0 
East North Central 26.6 29.9 12.1 
West North Central . 13.5 13.8 2.0 
Wha: Sea co 41.7 44.8 7.1 
South Atlantic ........ 17.8 19.5 10.0 
East South Central . 10.8 10.9 1.0 
West South Central _...... free © 14.8 13.0 
The West caer  bS 18.9 36.0 
Mountain Slates | 4 4.5 7.0 
Pacific Coast 9.7 14.4 48.1 
J Co] _- §3R2 146.1 10.7 

(Note: Minor discrepancies between the totals and the subgroups are 

due to the rounding off of the figures to the nearest hundred thousand.) 
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NO PEACE-TIME WPB 


By E. K. T. 


EXPANDED federal payrolls to carry out congres- 
sional mandates in the always-expanding field of 
centralized government have pointed a new field 
for campaign money, and both major parties plowed 





WASHINGTON SEES: 


Forewarned by significant activities around 
Washington, congressional leaders who hold the 
federal purse strings are making ready to clip the 
wings of the National Security Resources Board, 
prevent the slow but certain growth of a peacetime 
copy of the War Production Board whose arms 
would reach down into business and industry the 
country over. 


Lawmakers, including the chairmen of major 
house committees in Washington to aid in direct- 
ing the political campaign, were united in a de- 
cision that NSRB will remain a planning agency, 
not an operating one. They were troubled by the 
fact that divisions matching the WPB sections for 
industries were coming into existence on paper, 
knowing that is the first step toward formulation of 
“directives.” And their suspicions were confirmed 
when they found Departments of Labor, Commerce, 
and Agriculture planning to include in requested 
appropriations, money to carry the control agen- 
cies on. There was no evidence of a program for 
overall surveillance in business in peacetime, but 
the isolated fund requests, when pulled together, 
would have the same effect. 


So the word has gone down the line that budgets 
will be scrutinized in January with especial care to 
detect, and weed out, any blooms of a working 
WPB (whatever its name may be} which might 
show their heads. And NSRB funds will be thinned 
to the point where nothing beyond planning can 
be possible. 
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it deeply in the recent campaign. Government jobs, 
especially in the higher pay brackets, usually are 
filled by veteran politicians who need no warning 
on the wisdom of “pay off, to hold on.” This year, 
the solicitations moved in the lower grades. Herbert 
Brownell, Dewey campaign manager, had blasted 
the democrats for tapping federal workers, only to 
find that his headquarters had done the same thing 
— and in writing! 

PRESSURE for amendment of the wage-hour law will 
flow from Supreme Court’s refusal to grant re- 
hearing in the overtime-on-overtime cases decided 
last June. The Justices decided that premium rates 
of pay for “undesirable” hours (nights, Saturdays, 
holidays, etc.) are “regular wages,” and that over- 
time must be computed on that base. The result is 
a pyramiding. The court ruled only on the selected 
set of facts, set no guides to be followed in other 
situations, and from that void comes the demand for 
clarifying amendments from congress. 


CANDIDATES on national tickets are the safest bet- 
tors in the world, it appears. They seldom risk a job 
in hand for a better one in prospect. Charles Evans 
Hughes quit the Supreme Court in 1916 for what 
looked like a sure thing, but proved otherwise. Since 
then, nominees have been wary. Examples include: 
Warren Harding’s failure to resign from the senate 
to run for President in 1920; John N. Garner re- 
maining a house member while running for vice- 
president in 1932; Charles L. McNary staying as a 
senator while running with Willkie — and recently 
Senator Barkley. 


HEAVY USERS of the United States mails must pre- 
pare for a substantial increase in their operating 
costs next year. After fumbling with the subject of 
higher postage for several years, yielding each time 
to pressure from shippers by mail, congress now 
will take positive action. There is no escape; the 
Post Office Department will report a record deficit 
of 500 million dollars. Congress had hoped to avoid 
blanket rate boost by forcing economies, but found 
the things the Department buys have gone up in 
price, wages too, just as in private business. There’s 
no alternative to postage increase, and it will be 
enacted. 
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Civilian Aeronautics Board and a large part of 
the aviation industry breathed a sigh of relief when | 
President Truman ended his campaign trips by air. It 
seemed each tour into the hinterland resulted in orders 
to issue more licenses for overseas airlines. For example, 
several carriers had sought authority for an air route 
from Seattle and Portland to Honolulu. The White House 
and CAB were on record as opposed -= not enough potential 
business, they said. 





























Came the President's first trip to the west. 
On his return he directed CAB to issue a certificate to the 
Northwest Airlines to establish a route. Several months 
passed and the President was again on the West Coast. 
On his return he ordered CAB to issue a certificate to 
Pan-American Airways to fly the Seattle-Portland to Honolulu route. 






































And his decision in each instance was final. The Supreme Court has ruled 
that the President has final authority to determine overseas air routes. Otherwise, 
there would have been: remonstrance in the Board membership. The Post Office Depart- 
ment, already struggling under the burden of operating at a loss while carrying tons 
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subsidies to all lines -- including those which, like the two mentioned above, were 
: held to be unwise and "uneconomical" only a few months ago. 


Washington is buzzing with speculation as to what will happen come next 
January. There's a local interest +- jobs; there's a broader interest because | 
agencies which deal with business and industry on all levels throughout the country 
are going to be seriously affected by what congress does with recommendations to be 
included in the Hoover Committee report. 





























Due in January is the set of proposals by the committee headed by the former 
President of the United States. Firms which have been accustomed to dealing with 
established agencies may soon find those bureaus non-existent. They'll probably find 
functions combined, new offices set up, and some dealings moved up to the Cabinet level. 
Most numerous switches will be in mergers of two or more agencies doing related work 
into a single office, under a single head. 




















A new Department of Administration may handle the major matters of the Budget 
Bureau, the Civil Service Commission and others which make up the bulk of government 
"fixed charges," and decide how to meet them. The Federal Works Agency is likely to 
disappear, absorbed into a Department of Public Works where, it is anticipated, loose 
Spending will be curbed by closer watch on the bankroll. Public housing may drop into 
the same group -- and it is possible that Reconstruction Finance Corporation will be a 
part of it, probably dominating. 





a ee ee ae ee ee ll lee er 




















Prospect is that there will be a Department of Transportation. Visualized 
there is a bureau dealing with federal expenditures for highways, and regulation of 
aviation. There is talk of a Department of Public Health and of Public Power -- the 
former possibly picking up the work of the Federal Security Agency, including Social 
Security taxes in the hope of resolving controversies on major policy matters, 
including whether there should be acceleration of payroll tax percentages -- or, in 
fact, reducing them. 
































Selective Service can take one of each 100 workers in the United States 
according to a Census Bureau survey taken recently. Draft-age non-veterans, those 
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between 19 and 25 years, number 2.5 millions -- 4 per cent of the working force in the 
country. Census Bureau breaks it down further: manufacturing, 28 per cent; farming, 
24 per cent ; retail and wholesale trades, 16.7 per cent; service industries, 10 per cent; 
construction work, 7.9 per cent; public utilities and elsewhere, 2.5 per cent. 























The military agencies are taking no chance on another "Pearl Harbor" catching 
them without well-oiled liaison to industry, labor, the press, education, church, local 
government and professional leaders. Planned in November is a get-together here at 
which the National Defense Department will meet, and be met by, representatives of all 
these groups. There will be thousands of words of double-talk on the part of the 
military men, but the "guests are expected to ask pointed questions, demand more 
detailed information than has been handed out in recent months as to the exact situation 
in world diplomacy and what's ahead. 









































The housing lobby professes to sense a drive to make rent control a permanent 
policy of government and is out to beat what it contends is a bi-partisan effort in that 
direction on Capitol Hill. Lawmakers busy campaigning for themselves or others have 
been persuaded to the belief that controls should not be dropped; "mothballed," 
possibly, but not left beyond reach. The fight will not be under cover; announced is a 
program utilizing newspaper advertisements, radio broadcasts, and speaking tours, with 
costs apparently a secondary consideration. There was no appeal for funds linked with 
the notice that the National Apartment Owners' Association will take the leadership. 
































Political campaigners who invaded the farm belt found that agriculture refused 
to be frightened into vigorous support of either party -- or, for that matter, cajoled 
into enthusiasm. The attitude was one of complete confidence. And the situation 
was justified by the current situation and the outlook. 

















Continued high levels of income will ten@ to hold farm land values at their 
present peak, may even cause increases, the Bureau of Agricultural Economics concedes. 
Value of farm lands for the country as a whole advanced 7 per cent in the year ended 
July 1. This gain brought values to double the level prevailing in 1941, and 2 per cent 
above the peak reached in 1920. The level of values in 35 states now is equal to or above 
the peak values of 1920. The Corn Belt and the Northern Plain states are the only 
large areas where land values are still below the 1920 top. So runs the report which 
brings complacency to the farmer. 


























Latest of the sub-divisions of the National Security Resources Board to be 
created in the strides toward a peacetime reproduction of the War Production Board is 
a construction materials division. It will be headed by John P. Kottcamp, former 
Johns Manville executive. Essential military building and jobs of strategic importance 
will come first -- possibly some war housing. The war plant, in all respects, has been 
so thoroughly dismantled, or sold, that these needs -- if they become emergent -- will 
leave little for the civilian economy. 























Important government decisions are ahead affecting the principal grains -- 
wheat and corn. Both the cash and future markets for the remainder of the year could 
feel the impact. ECA Administrator Hoffman decided weeks ago that wheat for export 
Should be handled through private trade channels. But the Department of Agriculture 
has never agreed on the soundness of that decision, wants to move surpluses rapidly to 
beat the break in world market prices likely to follow arrival of the Southern 


Hemisphere crop. 























Simplification of procedures and ease of movement are ECA's objectives, but 
numerous joint meetings with Agriculture have produced no substantial results. The 
White House is expected to move in soon, demand action -- probably uphold 
Hoffman policies. 
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ARGENTINA’S ... 
Losing Gamble.. 
for POWER... 


By V. L. 


* avowed ambition of President Juan D. 
Peron is to build up Argentina into a dynamic, 
economically powerful state which would assume 
the leadership of the so-called “third position” na- 
tions. This is the term for the countries such as 
Spain and Portugal, which are supposed to practice 
benevolent, enlightened dictatorship in politics, and 
extensive government control in the field of eco- 
nomics and finance. They lie somewhere between 
capitalism and democracy on one side, and com- 
munism and totalitarianism on the other. 

The purpose of Senor Peron’s grandiose ‘Five- 
year Plan of Economic Development” and of the 
“Peron Plan’”—which was to parallel the Marshall 
Plan—was to catapult Argentina into such a leader- 
ship. Now, however, these ambitions are to be sadly 
disappointed in the grim realities of the postwar 
world. The problem is‘how Argentina is to make 
her retreat without a huge loss of face for Pres- 
ident Peron—a loss which under the present circum- 
stances could easily have serious political conse- 
quences for “peronismo” in Argentina. 

President Peron may be a great soldier. He and 
the men around him are unquestionably shrewd 
“politicos,” able up to now to keep the popular sup- 
port of the masses despite the deteriorating eco- 
nomic situation. And they are able diplomats as 
shown by the fact that on a number of occasions 
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Argentine’s ‘‘Per- 
onismo”’ finds 
matters getting 
increasingly diffi- 
cult, with the ulti- 
mate prospect of 
a sharp paring 
down of Sr. Per- 
on’s ambitious 
plans for the 
future. 


parts ey a Se eat 


Photo by International News 


HOROTH 


they have been able to tweak Uncle Sam’s nose with 
impunity. 

But in other respects, Sr. Peron and the leaders 
of his personal party are nothing more than a 
Latin American version of Huey Long and his 
henchmen—with some improvements over that late 
“statesman.” The ‘‘Peronismo” is a sort of Argen- 
tine “new order of things,” a collection of contra- 
dictory and confusing catch-phrases and policies ap- 
plied to economic, financial and social problems. 

But the devil is now asking his due. A period of 
postwar readjustments is clearly ahead for Argen- 
tine. With the production of wheat and other food- 
stuffs increasing all over the world, and the sellers’ 
market gradually being replaced by .a_ buyers’ 
market, Argentina can no longer dictate the prices 
tor her products. Some of these products, such as 
hides, linseed, and corn are now backing up and 
their disposal is likely to become a headache. The 
outlook is for declining export earnings. This is im- 
portant, for in Argentina as in other Latin America 
countries, export surpluses perform the function of 
investments in more advanced countries. They gen- 
erate further production. This is the main reason 


why Argentina’s industrial expansion will have to 


slow down unless, of course, foreign loans are 
forthcoming. 

Even if Argentina were in a strong economic and 
financial position, as is her neighbor republic Uru- 
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Argentina: Gold and Dollar Reserves 
PROGRESS OF INFLATION 


tions, will have to be deflated is the des- 
perate shortage of dollars. In our last 
review of the Argentine economic crisis, 





Central Dollar 
Bank Bank Money 


Budget Expenditure 


we discussed at length the developments 
leading to the dissipation of gold and 





— & “ _ Supply b) — el Including dollar resources which in the fall of 1946 
oliars millions rices “HW: 

(millionsof U.S.$) of pesos 1937=100 of pesos Acct. Dept. a Ge ee a ae 
1946 ici ela itself, completely miscalculated its eco- 
Dec. ......... 1,055 113 9,013 208 1940 1,317 ate nomic strength. The accumulating gold 
1947 1941 1,367 in the vaults of the Central Bank, and 
ee a 875 181 9,428 217 1942 1,526 the huge exports have made nearly every- 
NE ein 629 265 9,718 221 1943 1,761 body, from President Peron down, over- 
Sept... 449 229 9,704 227 1944 2,All confident. The country went literally 
Dec... 319 236 10,921 228 “import crazy”; anybody could import 
1948 1945 2,759 3,853 anything, and the IAPI spent huge sums 
Mar... 265 204 ~=—-11,527 231 1946 3,097 4,468 for American surplus war goods—which 
June . 201 1850)... 242(a) 1947 3,441 4,907 are now of no use, and rusting on empty 
July . _ ae or 1948 4,238 6,201 lots around Buenos Aires. When a halt 
Aug. .. 198 ‘ 1949 4,570(e) 8,600(e) was finally called, it was too late. Most 








(e)—Ead of May, 1948. 





(e)—Estimate. 


,b)—Currency in circulation, demand deposits of commercial banks (ex-interbank 
deposits); and Central Bank deposits (ex. gov. and interbank deposits). 


of the gold and dollar reserve was gone, 
and since many smart people secured im- 
port permits way ahead, imports con- 














} tinued to pour in in large column until 





guay, postwar readjustments would still be difficult 
to carry out. But Argentina has empty pockets, and 
her economy has been weakened by inflation, 
brought about largely by senseless expenditures for 
armament. In the past, a part of these expenditures 
has been paid for by fictitious profits of the State 
trading machine, the Argentine Institute of Trade 
Promotion (IAPI), which paid to farmers about one 
third of the price charged for exports. Since the 
farmers are now wise to IAPI practices, they re- 
fuse to plant crops unless they get better prices. 
At the same time the prices the IAPI can charge 
are declining. This means that the IAPI will have 
much smaller profits in the future and that the cost 
of armament will have to be borne by taxes on 
business and the middle class, both of which are 
already confused by Sr. Peron’s unsound and con- 
tradictory policies. 

One reason why Argentina’s Five-Year Develop- 
ment Program, and consequently her political ambi- 



































Economic Cooperation Administration: 
Offshore Purchases in Latin America Up to 
Mid-October, 1948 
Country: Commodity Amount 
itis... Copper, Nitrate, Beans, Liver Oil .. $ 31,300,000 
Venezuela Petroleum, Goat Skins......... ee 27,700,000 
Brazil... Hides, Cottonseed, Beef, Sugar 16,900,000 
Mexico............ Beef, Gas Oil, Lead, Sisal, Linseed 15,100,000 
Cuba......................... Sugar, Aleohol, Gunny Sacks... 10,400,000 
Uruguay............. Hides, Beef, Oilseed... ; 4,100,000 
Peruv....................Zine, Lead, Tungsten, Sid. 14,000,000 
Argentina ...Quebracho, Hides, Skins, iendee... ne 1,800,000 
ES Se) |e Ae 960,000 
Nicaragua... Sesame .... ieee 840,000 
Paraguay... Cottonseed, Peanut a Hides... 500,000 
Bolivia... ..Tungsten Concentrates nia 230,000 
Haiti... ee a 90,000 |}, 
Ecuador......... i ee 30,000 
Total. : ee emis $113,950,000 
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last summer despite the new restrictions. 
Capital Flight Accelerates Exhaustion of Reserves 


The flight of capital, Argentine and foreign, was 
another reason for the rapid exhaustion of the re- 
serves. The purchase of foreign properties and the 
repatriation of Argentine Federal and Provincial 
dollar bonds also contributed to the drain. 

Despite a sharp falling off of Argentine imports 

from the United States and desperate attempts to 
plug the holes through which dollars have been 
escaping, the gold and dollar resources have now 
shrunk further. The Central Bank held less than 
200 million as of the end of September, and in 
addition Argentine dollar bank balances in this 
country were about $185 million as of last May. 
However not all of the latter are usable for the 
financing of imports. 

The latest measures aimed at conserving dollar 
exchange include the ban on travel and family re- 
mittances (to students, travelers, etc.) after Novem- 
ber 1. To discourage the flight from the peso into 
gold and dollars, the National Economic Council 
ordered compulsory declaration of all privately held 
gold. But the shutting off of travel and family remit- 
tances are reported to be driving the Argentinos 
into the black market, where the dollar is appar- 
ently bringing as much as 10 to 12 pesos as against 
the so-called “free”? rate of 5 pesos per dollar, and 
the preferential rate (used for financing essential 
imports) of 3.7 pesos per dollar. 


Hope for ECA Benefits Dimmed 


While last year Argentina still had her own sub- 
stantial resources of gold and dollars to draw upon, 
she was also receiving dollars from European coun- 
tries. These dollars represented in most cases the 
proceeds of American credits and loans. This source 
of dollars has now dried up, and the spending of 
the Economic Cooperation Administration (ECA) 
which was to replace them, has been negligible to 
date insofar as Argentina is concerned. Orders for 
less than $2 million have been placed for quebracho, 
hides and skins, and glycerine. 

For the fact that ECA expenditures have not been 
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larger Argentina has only herself to blame. During 
the first months of the ECA, when food was badly 
needed abroad, Sr. Peron was disdainful of the de- 
mand that Argentina sell her surpluses at world 
prices. Instead he proclaimed the so-called “Peron 
Plan.” A number of foreign countries were given 
Argentine peso credits, and he then charged high 
prices for the goods they ordered. Some of them, as 
for example France and Brazil, got a rather rough 
deal. Now the peso credits have been spent; there 
are unsold surpluses of grains and hides, foreign 
countries are no longer rushing to buy. 

About two months ago, Sr. Peron, disappointed 
and angry, and hard pressed for dollars, finally 
agreed to sell at world prices—but only the quan- 
tities for which Argentina was to get dollars. But 
ECA demands that all shipments (of the same com- 
modity to the same country)—even those for which 
Argentina gets local currencies—be made at world 
prices. Also the ECA would like to see some of the 
recently imposed bars against foreign goods modi- 
fied. But Argentina resists these proposals and there 
the matter rests. 


Large Dollar Balances Awaiting Transfer 


Meanwhile the situation has become further com- 
plicated. Large balances, estimated at $275 to $300 
million, are waiting to be transferred into dollars. 
These balances represent the payments due to North 
American banks on letters of credit for goods al- 
ready shipped. In addition there are about $150 to 
$200 million, representing a backlog of dividends, 
royalties, and other payments, also waiting to be 
transferred into dollars. 

The plain fact is that the negotiations with Argen- 
tina regarding large scale purchasing of products 
by the ECA are no longer confined to the matter of 
prices alone. They are now also concerned with the 
repayment of the above mentioned frozen balances, 
and with the liberalization of conditions for foreign 
investments. Moreover, there is a strong distaste 
here for the Government Trading Company, the 
IAPI. But little can be done about this at present. 
The IAPI is heavily indebted to the Central Bank, 
and its liquidation would have far-reaching reper- 
cussion on Argentine economy. 

The recent sojourn of the U. S. Ambassador to 
Buenos Aires, Mr. James Bruce, in Washington, and 
the trip last month of the President of the Central 
Bank, Sr. Orlando Maroglio, to this country, pre- 
sumably to negotiate a loan (this was, of course, 
denied officially) concerned the one and same mat- 
ter: how to unfreeze the dollar balances waiting 
for transfer, possibly with the help of ECA spend- 
ing. Unless Argentina can earn more dollars, or 
obtain a dollar loan, the grandiose Five-Year De- 
velopment Plan will have to be completely redrawn 
and stretched over a much longer period. This, 
however, Sr. Peron is hesitating to do in view of 
the promises made and the growing opposition to 
his policies at home. 

If Washington and Buenos Aires are unable to 
work out some agreement regarding prices, the ECA 
dollar spending, and the unfreezing of blocked pay- 
ments for Argentine imports, then about the only 
way open to Argentina is to get the necessary in- 
dustrial products and capital goods from Western 
Europe. Although Europe is still unable to deliver 
many types of capital goods in sufficient quantities, 
its sales have nevertheless been growing persist- 
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ently. At the same time American exports have 
taken a nosedive. 

One year ago, our exports to Argentina were at 
an annual rate of nearly $800 million. During the 
three months ending last August, they were at the 
annual rate of less than $200 million. As a matter 
of fact, it is reported that British exports to Argen- 
tina, now at the annual rate of nearly $250 million, 
are exceeding the rate of American exports for the 
first time since the end of the war. 

Although American bids are usually below those 
of competitors, the Argentines have been awarding 
many of their contracts for machinery, cranes, 
dredges, railway equipment, and even industrial 
chemicals to British, Italian, Czech and recently 
also to German and Hungarian enterprises. The rea- 
son is simple: they do not need to pay in dollars 
which these countries don’t have. Neither do they 
have Swiss or Belgian francs. A month or so ago, 
the National Bank of Belgium warned Belgian firms 
against opening credits to Argentine enterprises. 
And the Swiss are also hesitating to do business 
with Argentina for much the same reason. 

At the present time Argentina is also short of 
pound sterling. Earlier this year, Argentina used 
most of her available sterling (nearly £120 million) 
to pay for the British-owned railways. But since 
this sterling was used as legal cover for Argentine 
currency, Argentina had to reborrow the same 
amount from Great Britain, and is now paying it 
off by shipping meat and grains. By early next year 
the debt will be paid off. Then the British must 
renegotiate their trade agreement with Argentina. 
It is expected that Sr. Peron will demand to be 
paid for Argentine meat and grain with ECA dol- 
lars. But that may be his last trump card. 


Superficial Prosperity 


To a casual observer, the economic situation in 
Argentina looks good. Industrial production con- 
tinues near capacity levels, the crop outlook has im- 
proved considerably with good rains in the most 
important agricultural (Please turn to page 150) 
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f KENNECOTT — 


mame into Hew Fields 





By H. S. 


mae VY] ove than 90,000 investors, including 
383 charitable and educational institu- 
tions, had a stake in Kennecott Copper Corporation 
at the end of 1947. Evidently widespread confidence 
exists in the long term operations of this leading 
non-ferrous metal miner. For this reason, the com- 
pany’s fundamentals, its past record and future out- 
look, provide an interesting subject for examination. 

Ownership of vast quantities of non-ferrous metal 
ores, such as copper, molybdenite, gold, silver and 
zinc, especially if they can be mined at relatively low 
cost, provides a highly dependable form of wealth. 
While world demand for most of these metals varies 
during cyclical periods, their essential need by manu- 
facturers of practically all durable goods assures an 
average demand of large proportions. These basic 
advantages have created a strong foundation for 
Kennecott Copper over a long period of years and 
lend promise to its future operations. 

This giant concern owns four valuable copper min- 
ing properties in the United States, and the impor- 
tant Braden mines in Chile. In the process of treat- 
ing ores of this character, sizable quantities of gold, 
silver and molybdenite are extracted, establishing an 
additional source of revenues. 

To judge the magnitude of Kennecott’s operations 
consider last year’s output from its five major prop- 
erties. It amounted to 1.01 billion pounds of copper, 
25.7 million pounds of molybdenite, 391.4 thousand 
ounces of gold, 3.1 million ounces of silver and 19.4 
million pounds of zinc. About 73% of the copper came 
from American mines and the balance from Chile. In 
1947 gross revenues of the company from all sources, 
including its fabricating division, exceeded $317 mil- 
lion and net earnings after taxes soared to a record 
high of $91.9 million. 





Though copper mining is its main business, Kennecott is increasingly 
extending its scope of operations to other important minerals. 
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From an operational viewpoint, 
Kennecott enjoys a permanent ad- 
vantage through low cost mining in 
several of its United States proper- 
ties. Open pit mining is employed 
on a huge scale in Bingham, Utah, 
the Chino mines in New Mexico and . 
the company’s Nevada mines. This 
leaves only the Ray mines in Ari- 
zona dependent upon tunnelling, 
and by degrees Kennecott plans to 
substitute open pit methods even 
here. By stripping off surface material of various 
depths, cost savings are consideable, often sufficient 
to warrant recovery and treatment of low grade ores 
that would be unprofitable to mine by underground 
operations. The large Braden mines in Chile are im- 
practical to work by open pit methods, but the higher 
quality of the ore produced in that area tends to off- 
set this disadvantage. 

While Kennecott owns a number of concentrating 
and smelting plants located near its domestic and 
foreign mines, American Smelting & Refining for 
many years past has smelted some ore for Kennecott 
and handled the bulk of its refining. But Kennecott 
now plans more complete integration by erecting a 
refinery of its own in Utah, This large scale improve- 
ment has already been started through construction 
of a new 14-mile electrified railway from the mine to 
mill site and a $12 million power plant with a capac- 
ity of over 110,000 k.w. Work has also probably been 
commenced on a new refinery at Garfield, Utah, that 
should have an initial capacity of 12,000 tons of cop- 
per monthly. Upon completion, this unit should per- 
mit in substantial cost savings, for increasingly 
heavy freight rates to refineries of the American 
Smelting & Refining Company on the eastern sea- 
board have been an expensive item. 
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Large Expansion Outlays 


Additionally Kennecott is planning large outlays to 
broaden its operations in its open pit Utah mines. 
Construction of a four mile tunnel will permit haul- 
age of much ore to a smelter to be operated by U. S. 
Smelting, Refining & Mining Company near the por- 
tal at Lark. Upon completion of this project, Kenne- 
cott will be in a favorable position to exploit large 
new mining areas formerly held in reserve, which 
should expand its over-all output. Then in both Nev- 
ada and New Mexico, the company has stripped mil- 
lions of tons of surface material in preparation for 
extended open pit mining. Underground explorations 
have brought results that warrant the large outlays 
that are involved. 
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We cite all these improvement programs as an in- 
dication that despite a vast depletion of ore bodies 
removed from Kennecott mines over a long period of 
years, the company evidently is confident of long con- 
tinued and profitable operations in coming years. Its 
proven reserves have always been considered as very 
large, though no definite figures are available. 
Through long experience, Kennecott has learned that 
by using open pit methods, mining costs can be held 
low enough to warrant handling of copper ore rela- 
tively low in grade. As the domestic mining properties 
embrace tens of thousands of acres, the huge canyons 
already excavated represent only a fraction of the 
area that may be ultimately worked, although to date 
some of the better grade ores have been utilized. 


Broadening Interest In Other Minerals 


Nevertheless, the Kennecott management is alert 
in widening the scope of its activities in the realm of 
exploration, not only in the search for new copper 
deposits but for other minerals as well. During the 
1943-47 period the company’s engineers examined no 
less than 475 prospects in the United States and Can- 
ada, with 34 exploratory projects resulting. At least 
one of these has advanced to the production stage. 
In recent years, also, Kennecott has by no means over- 
looked the possibilities of oil development. About 
three years ago, an agreement was reached with Con- 
tinental Oil Company for the joint acquisition of 19 
groups of oil leaseholds in Texas, Oklahoma, Kansas, 
Wyoming and Colorado, whereby Kennecott would 
share profits derived from sales of crude oil at the 
wells. During last year, drilling was confined largely 
to the Boggs field in Kansas and the Elks Springs 
area in Colorado, both of which are considered favor- 
able prospects. In due course, it is possible that some 
substantial profits may be derived as oil explorations 
are expanded and prove up. 

During 1948 Kennecott has broadened its sphere 
of activities to include gold mining operations in 
South Africa. In conjunction with British interests, 
the company has formed Kennecott-Anglovaal Ex- 
ploration Co., Ltd., with a capital 
of £1.4 million. Details of this 
venture are not available, but its 
substantial size suggests that 
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Comparative Balance Sheet Items 

















December 31, 
1940 1947 Change 

ASSETS (000 omitted) 

Cas... $ 65,117 $101,799 +$ 36,662 
Marketable Securities Ss 221,693 138,502 + 116,809 
Receivables, Net... 2 16,084 19,898 + 3,814 
Inventories _... __... 46,288 54,902 + 8,614 
TOTAL CURRENT ASSETS. 149,182 315,081 + 165,899 
Plant and Equipment... -- 313,827 353,608 + 39,781 
Less Depreciation _...... 104,429 152,255 + 47,826 
Net Property _ 209,398 201,353 — 8,045 
pee GON no 36,067 24,178 — 11,889 
TOTAL ASSETS .. . $394,647 $540,612 +$145,965 


LIABILITIES 








Accounts Payable $ 6,679 $ 11,742 +$ 5,063 
Reserve for Taxes.. rae 22,239 46,353 + 24,114 
Other Current Liabilities 4,572 4,601 + 29 
TOTAL CURRENT LIABILITIES $ 33,490 $ 62,696 +$ 29,206 
Reserves 5 6,999 20,099 + 13,100 
a S See rr 
CLO 2 a ele Sealer 300,482 404,263 + 103,78! 
TOTAL LIABILITIES _. .. $394,647 $540,612 +$145,965 
WORKING CAPITAL _. $115,692 $252,385 +$136,693 
CURRENT RATIO 4.5 5.0 + 5 




















Ltd., discovered some large deposits of titanium ore 
in Eastern Quebec, operating under license from the 
Quebec Government. So extensive and potentially 
valuabie are these ore bodies as to warrant an imme- 
diate outlay of perhaps $15 million for a new refinery 
at Sorel on the north shore of the St. Lawrence and 
another $10 million to construct a connecting railway 
to the mines. Power will be furnished by Shawinigan 
Power Company, so that the ore can be treated 
electrolytically. 


Newcomer—tTitanium 


During the last two decades titanium has forged 
to the fore as an important source of white pigment 
to the paint industry, but to meet requirements it has 
been necessary to import large amounts of the ore 
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Adjusted 
Price Range 
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some interesting bodies of gold 
ore are to be developed or that 
preliminary discoveries encour- 
age large scale exploration. At 
best, however, some time is likely 
to pass before actual results of 
this enterprise could measurably 
affect Kennecott’s annual reve- 
nues. 

Far more important in long 
term implications has been Ken- 
necott’s recent move to ex- 


[Funded Debt: None 
+—Shs. Capital Stock: 





ploit important bodies of tita- 
nium ore in Canada. On August 
27, 1948, the company acyuired 
two-thirds of the voting stock, 
and New Jersey Zinc Company 
the remaining third, of Quebec 
Iron and Titanium Corporation, 
capitalized at $30 million under 
the laws of Delaware. It seems 
that Kennecott’s Canadian sub- 
sidiary, Kennco Explorations, 
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1940 1941 1942 1943 | 1944 1945 1946 | 1947 1948 
4.55 | 4.51 | 4.16 | 4.01 | 2.80 / 2.13 | 8.49 | 


3.25 | 3.00 | 3.00 2.50 2.50 | 2.50 4.00 
1 , 174.6 | 194. 215.8 : 4 
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from India. Titanium ore is closely associated with 
iron and in connection with its production, as much 
as 40% of iron can be extracted. Only recently 
du Pont, an important factor in developing markets 
for titanium pigments, announced the first com- 
mercial production of titanium as a metal. The lat- 
ter is a light weight metal with relative strength 
and corrosion resistance that could conceivably com- 
pete with aluminum or magnesium, not to mention 
many of the well known alloy metals. 


importance of New Ventures 


The significance of this venture into titanium and 
iron ores by Kennecott Copper Corporation is far 
greater than the initial outlay of even so large a 
sum as $25 million would indicate. According to 
Canadian authorities, the project eventually will 
involve an investment of more nearly $150 million 
by the time the deposit is fully developed. Of course 
the two strong companies sponsoring the venture 
can comfortably finance the large program en- 
visaged, if necessary, but not until 1951 probably 
will initial production really begin. As it seems 
hardly plausible that any industrial program of this 
sort would be undertaken unless a return of at least 
10% on the investment were reasonably certain, it 
is interesting to figure that, given time, Kennecott’s 
net income might be boosted by several millions an- 
nually through dividends from this new Canadian 
subsidiary. Obviously this is looking quite a distance 
into the future, and only time can reveal the degree 
of success the venture will achieve, and its ultimate 
potentials. 

Aside from trying to stabilize its long term opera- 
tions through diversification, Kennecott has made 
steady progress towards integration in past years. 
In 1929, for example, it acquired its fabricating 
subsidiary, now known as Chase Brass & Copper 
Company. This unit produces large amounts of cop- 
per tubing, strips and sheets for sale to numerous 
industries, besides manufacturing a long list of 
finished consumer goods such as plumbing fixtures, 
kitchenware, ash trays and various household items 
of artistic design. 

While the parent concern finds a ready outlet for 
its refined copper through its Chase subsidiary, it 


also supplies large quantities to other fabricators 
at home and abroad. Chase Brass maintains a string 
of strategically located warehouses to facilitate dis- 
tribution of its numerous products. As for wires 
and cables, another subsidiary, Kennecott Wire & 
Cable Company produces and sells these specialties 
on a countrywide basis, finding substantial markets 
among the utility concerns in particular. 

On the appended table we show the ten year oper- 
ating and earnings record of Kennecott Copper 
Corporation, along with dividends paid and year to 
year price ranges for the shares. To complete the 
picture, we show on another tabulation comparative 
balance sheet items for 1940 and 1947 in order to 
reveal some significant changes that have occurred 
during this period. 

The capitalization of Kennecott is simple, consist- 
ing of 12 million shares of no par common, of which 
approximately 10.8 million shares are outstanding. 
There is no funded debt or preferred stock. This 
absence of senior charges tends to stabilize earnings 
applicable to the equities, while full ownership of 
the company rests with common shareholders. Aver- 
age net income of $42.7 million during the last 
decade has permitted liberal treatment of stock- 
holders besides increasing working capital by $136.6 
million to a record height of $252 million. 


Strong Financial Position 


The strength of the company’s financial position 
is shown by holdings at the end of 1947 of more 
than $240 million cash and marketable securities 
compared with total current liabilities of only $62.6 
million, a ratio of almost four to one. If inventories 
and accounts receivable are included, the current 
ratio appears as 5-1. It is interesting to note, fur- 
thermore, that while combined inventory and re- 
ceivables have increased only by $12.4 million in 
seven years, cash and marketable securities have 
swelled by about $153 million. This attests to a re- 
markably liquid status at present. 

Book values of equities at best are of secondary 
interest, with earning power the main determinant 
of prices. This is especially true in appraising the 
value of shares in a number of the big copper com- 
panies, including (Please turn to page 145) 









































Long Term Operating and Earnings Record 
Total Net 
Copper Metal Operating Deprec.& Operating Net Net Profit Net Divs. 
Production Sales Income Retirements Marginf Income* Margin Per Per Price 
Years (million Ibs.) $ million JA $ million) 7, Share Share Range | 
1947 nnn “%10I55 $317.0 $148.5 $4.9 46.5% $91.9 29.0% $8.49 $4.00 — 52-4 1/4 
BOD ea SO ea 594.4 155.2 45.1 4.1 28.6 23.0 14.9 ZA 2.50 60!/,-41 
DD oisseihc sich eeracisinioecinc 988.3 209.6 59.5 14.7.4 28.1 30.2 14.4 2.80 2.50 5| -35'/, 
7... ela wemeemenrre me [= | 246.4 86.4 8.5b 33.9 38.8 15.5 3.59 2.50 3734-295, 
|: eee 1,274.4 258.5 99.9 8.7b a7.1 44.9 17.0 4.16 3.00 3574-285 
1942 .. 1,264.7 224.7 101.1 6.7b 38.4 48.8 19.0 4.51 3.00 37!4-264% 
Le 1,110.0 248.9 96.1 7.4b 39.6 49.2 20.7 4.55 3.25 3934-3034 
| ep 962.5 127.0 72.9 5.4b 40.4 43.8 24.7 4.05 2.75 3874-24l/, 
hg FREES NE COOTER TE 763.5 167.1 48.8 5.5b 35.3 33.9 25.1 3.14 2.00 46!/5-28 
1938 598.9 138.8 31.5 4.4b 31.0 ya I | 23.2 2.10 1.75 51-26% 
10 Year Average 1938-46... 973.4 $209.3 $78.9 $7.0 35.9% $42.7 30.3% $3.95 $2.72 60!/4-241/, 
4 Year Average 1938-41... 858.7 $170.5 $62.3 $5.7 36.6% $37.4 23.4% $3.46 $2.44 5| -24!lf4 
t—To total operating revenues. a—Includes $9.3 million amortization of war facilities. 
*—Before depletion. b—Includes portions relating to railroad and steamship operations. 
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. Sa es ee 2 zi 
Ht | J it it i = » 
onlile, toanalfaaL onal liu haath io 
1937 1940 1941 1942 | 1943 1944 1945 1946 | 1947 | 1948 | 1941 1942 1943 1944 1945 1946 1947 1948 
1.61 | 3.01 | 2.12 | 1,72 1.00 | 1.26 | 1,34 | 1.40 | 1.19 | 2.25 | 3.34] = | cE 3.12 | 5.02 | 5.73 | 7.31 | 7.64 | 7.84 | 17.69 16.18) 
1.50 | 1.50 | 1.50 | 1.75 | 1.1% 1. 1.00 [1.00 | 1.25 | 1.67%| oly ie 1.00 | .50 | 2.00 | 1.00 | 2.00 | 2.00 | 2.25 | 4.50] 5.00 
3.5_} 3.7 4.2 4.5 5.5 | 7.2 | 9.2 | 10.3 [7.7 | .4 |we Gp $ mil [63.1 | 63.3| 63.2 | 69.4 | 75.5 | 78.0 | 74.8 | 106.3 | 113.3) 130.7] wg Gp) 


















































MATHIESON CHEMICAL CORPORATION 
(formerly Mathieson Alkali Works) 


BUSINESS: Large scale production of caustic soda, soda ash, chlorine and 
synthetic ammonia has pushed Mathieson to a high ranking position 
industrially. Increasing product diversification broadens its marketing 
potentials. 


OUTLOOK: Numerous industries are steady buyers of the specialties pro- 
duced by Mathieson, and under current boomtime conditions demand 
has well exceeded supply. The company enjoys a basic advantage in 
owning large limestone and salt properties in Virginia, New York and 
Louisiana adjacent to its plants. With adequate raw materials and steadily 
increased capacity, Mathieson for many years past has met a relatively 
steady demand from the rayon, soap, paper, glass, textile and oil refining 
industries, enabling it to operate profitably in every year since 1927 at 
least. What lends exceptional stability to the business is that sales con- 
tracts usually are on an annual basis. Growth potentials have been de- 
cidedly enhanced by a practically completed postwar expansion and 
modernization program involving $19 million, aside from which a $7 mil- 
lion Government owned plant formerly leased has just been purchased by 
the company. As a result of these betterments, although sales records are 
not available, an uptrend in earninas during postwar has been marked 
and appears to be extending. Net per share rose sharply to $3.34 in 1947 
and for nine months of 1948 was reported as equal to $3.79, indicating an 
annual rate of around $5. 

DIVIDEND ACTION: During the 1920-25 period Mathieson paid no com- 
mon dividends, but otherwise distributions have been regular over a period 
of 41 years. During the first two quarters of 1948, 37!/2 cents per share was 
paid each time and 50 cents in the third quarter. No regular rate is 
observed. 

MARKET ACTION: Recent price—47!/2, a high mark for the current year 
and representing a rise from a low of 27!/, for 1948. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31, 















1940 1947 Change 
ASSETS (000 omitted) 
MI rec scecasctesesessccevsesssociopustscctessebarsssekas $ 1,876 $ 3,297 + +$ 1,421 
Receivables, net ... 1,280 2,674 1,394 
Inventories ................. 2,127 3,410 1,283 
Other Current Assets...... bee — 58 
TOTAL CURRENT ASSETS 5,341 9,381 + 4,040 
Plant and Equipment 36,168 51,394 +- 15,226 
Less Depreciation .... 17,894 28,593 + 10,699 
Net Property ......... 18,274 22,801 + 4,527 
Other Assets ... 1,840 4,878 + 3,038 
MN INU scicce: costeovccscsedcetastatinrsaystss | $25,455 $37,060 +$11,605 
LIABILITIES 
IN ci iacdocaxeiseosvicondiniusivecskecenn: |”. duieaans $ 5,500 +$ 5,500 
Accounts Payable . $ 421 1,117 4. 696 
Reserve for Taxes............. 710a 2,327a + 1,617 
GN GUPNIT MUMNIIINOE: csc nccccocesecsscccecss §——aeaesess «apne mee 
TOTAL CURRENT LIABILITIES... 1,131 8,944 7,813 
REMI cc cas dccavacceveccedsucsceceas 403 1,264 4 861 
Capital .. 17,842 wae -——‘“(isé‘Gepag 
eee 4,585 5,323 + 738 
TOTAL LIABILITIES ....... $25,455 $37,060 +$11,605 
WORKING CAPITAL ... 4,210 $ 437 —$ 3,774 
GEIIEE IN conc sececcesssecssssscoesecosssneses 7 1.1 _ .6 


a—Includes payroll accruals, etc. 
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GOODRICH (8B. F.) CO. 


BUSINESS: Company is one of the four leading rubber fabricators, deriv- 
ing a substantial proportion of revenues from tires and tubes. Remainder 
comes from mechanical rubber goods, footwear, chemicals, and other 
lines. Three synthetic rubber plants, one government-owned, are also 
operated. 


OUTLOOK: Although sales climbed to record heights during the war, the 
huge post-war demand for goods resulted in even higher peaks, almost 
coming close to the half billion mark last year. This produced an income 
of $23.23 million, or $16.18 per common share, compared with $17.69 in 
1946 and $7.84 in 1945, which was the wartime high. Replacement tire 
demand slackened somewhat during the first six months of this year but 
this was partially offset by greater shipments for original equipment. In 
addition, the non-tire lines enjoyed a good measure of growth, with 
higher prices prevailing. Altogether, earnings during the first six months 
of this year declined only slightly to $7.64 from $7.82 for the corresponding 
period in 1947. The expansion in original tire shipments is expected to 
continue for the remainder of the year, and with higher prices and further 
growth in the chemical division, overall sales should be well maintained. 
Higher operating costs may keep profits from topping last year's, never- 
theless final results should still be excellent and well above prewar levels. 
The development of synthetic rubber has very promising aspects, provid- 
ing a welcome stabilizing factor by minimizing formerly substantial in- 
ventory risks. 


DIVIDEND ACTION: Although generally conservative, dividend payments 
have become more liberal in recent years. Current rate is $1.00 quarterly, 
which is expected to be supplemented by a sizeable year-end extra. 


MARKET ACTION: Leverage provided by the preferred stock and the 
nature of the industry have made the common stock somewhat voltaile; 
however, marketability is good. Recent price of 64 is very close to the 
year’s high of 64!/2. Low for year is 47!/4. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31, 
940 1 















947 Change 

ASSETS (000 omitted) 
isd ccceweX eines ccapapiaencsuseinc penne ie 12,888 $ 24,486 +$ 11,598 
Receivables, net Gaeinesibavdnsees = 27,589 52,346 -t 24,757 
Inventories ................... 41,456 88,940 + 47,484 
Other Current Assets........................0006.5 1,326 aan — 1,326 
TOTAL CURRENT ASSETS .... 83,259 165,772 + 82,513 
Plant and Equipment.............. 95,041 155,629 + 60,588 
i ONIN Soc écciicecacsocaacssnssncncecedac 46,374 80,507 + 34,133 
i , .,, 48,667 75,122 + 26,455 
Other Assets . 8,500 5,828 — 2,672 
MUSEU MERE 55s oossycascssccitisnsecaces .. $140, 426 $246,722 -+-$106,296 
LIABILITIES 
IN is 5 gos ven csctensdesamanabicinenens $ 7,680 $ 1,365 —$ 6,315 
Accounts Payable . m 8,280 30,545 + 22,265 
Reserve for Taxes............... 2,258 3,144 “fh 886 
Other Current Liabilities........ 1,850 seas —_— 1,850 
TOTAL CURRENT LIABILITIES.. 20,086 35,054 + 14,986 
Short Vorws DORP...........ccccec0s00s 15,000 Sr eae — 15,000 
Long Term Debt.. 24,505 45,000 + 20,495 
NT cc att aiiindalecscgdcanaseunscasnsanenasswencon 377 24,306 + 23,929 
Capital ..... 68,747 85,483 + 16,736 
Sas wilaaerinds dons 10,698 56,289 + 45,591 
TOTAL LIABILITIES .... $140,426 $246,722 +$106,296 
WORKING CAPITAL $ 63,191 $130,718 +$ 67,527 
IE NN oo. nicrnacacnscnctedcenausasevan 4. 4.7 ot 5 
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SHARON STEEL SSH PFIZER (CHARLES) & CO. PFE 
= : et Scat geese oe = 
St : ——] Price Range : | Organic Chemicals : : ———}— 
; 1929 - 1935 : 7 5 : : 
i —— High - ; tt 
High ~ 53 3/4 im j 
a = 4 4 rt) 
mn —t in = 
tt t | 7 = 
: a - - t— 
Bank Loans: $6,000,000 tt : t 
+} Shs.Common: 617,22 - no par . : - + it t 
__| dt Piscal Years Dec. 31 30 {Funded Debt: None 
eo SERS = Shs. $3.50 C. Pfd Stk: 50;000 Ht 
ff —— — t Shs. Common: 1,180,050 - $1 par ra 2: ae 
ba Sh ee Ta ARS Ht { 25 + Fiscal Year: Dec. 3 = tt ‘tt { 
4 1 t ce | Bae a 
et —h0 t ri — 4 SEES 
: am | 0 ‘ = {+ - . 2 8 Eas =] 
| SS T t 15 “hy : 
= WE ft | = = = 
a, } ; ; yUT wae 2 
4 oe un 10 = ra 
oe = = caries re =_ — 
digh and Low for ime —— pret 
—— : — =o 
—-- —j{—+—} THOUSANDS OF omnes ‘Ee STS | ¢ THOUSANDS OF SHARES fff] a 
iat " T oe | 2 ras Be tt 
i i "| 1 mew 7 , : : : : iasath tn i 
7 1938 a) ae . 1941 1942 1943 1944 1945 1946 1947 1948 1937 1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 |_1938 
fio * 1112.85 13.40 12.56] 1.51 | 1.07 | 1.86) 4.30] 10.89 pol .50 | 54 | 58 | .73 | .76 | .84 | 1.19 | 1.56] 1.24 | 7.17 | 6.271 | 233 
2} - - .25 | 1.00 | 1.00 | 1.00 | 1.00 | 1.30) 2.00 ow. 43 .148| 5) | 59 242i | A 55 | .668 | .868| 3.70 | 2.75 = 
5.8 5.7 8.5 8.0 8.4 9.3 12.1 13.8 15.5 | 18.6 | ES ERE = : : 5.2 5.9 6,2 9.2 10.9 | 18.1 4.4 
SHARON STEEL CORPORATION CHARLES PFIZER COMPANY 
BUSINESS: Sharon Steel is a well integrated producer whose leading oe Company is the largest producer of peenete and citric acid BU 
products are hot rolled and cold rolled strip steel, stainless sheets, seam- =!" a a. A — line of ~ fine one . angi area i - fro 
less tubing, and coated steels. Annual capacity amounts to 1,672,000 net Produced. The p armaceutical, food and beverage industries are the tru 
tons of stee! ingots, with the automobile industry receiving about half of principal customers, with antibiotics and citric acid as the most important 
output. products. ; OL 
f PS ss OUTLOOK: Company's growth has been remarkable, with steady gains ‘ee 
OUTLOOK: Reflecting the insatiable demand for steel, sales and earn- in both sales and earnings from year to year for the last dozen years. re 
ings of the company have been increasing sharply during the last few Although operations have been profitable every year since 1901, they pr 
years, reaching peaks in 1947 that were approximately four times greater were far exceeded with the production of penicillin in 1943. This accounted P 
than in 1929. Last year's results were the most pronounced when earnings for the major part of sales in subsequent years and resulted in a spec- i 
of $10.89 per share more than doubled $4.39 per share realized the pre- _tacular increase in net income to well over $10 million in 1946 compared x 
vious year. That this upward progress is still continuing is borne out by with less than $2 million in the previous year. Lower prices for penicillin 19: 
reported earnings of $6.12 per share for the first six months of this year, brought about a slight decline: in 1947, to $6.28 a share from $7.17 in : 
compared with $5.48 per share for the corresponding period in 1946. 1946. But earnings for the first: six months of this year picked up again ba 
Earnings for the full year are estimated at well over $13.00 per share. to $3.70 compared with $2.72 for the corresponding period of the previous 
With demand continuing strong for the major lines and increasing in year. Full year earnings may well approximate $8.00 a share. With the $3. 
others, future new sales peaks are indicated, while wider margins and indicated flattening out in the downward trend of penicillin prices, better Fra 
expanding operations should further boost net earnings. Company is in margins should be obtained, which together with expanded operations fin 
the midst of an improvement program that will involve the expenditure of should assure larger volume and favorable earnings, while scientific re- fin 
approximately $9,000,000 during the current year, to be partly financed —_ search enhances the longer term prospects of the company in the possi- a 
by long term obligations. Part of currently outstanding bank Icans will bilities of additional new products. Company has no funded debt or mai 
also be retired. large bank loans outstanding. Only 50,000 shares of preferred stock 
: s . recede the 1,480,050 shares of common. 
DIVIDEND ACTION: Needs for expansions, improvements, and working ° ’ —— DIN 
capital have kept dividend payments on a conservative basis. Current DIVIDEND ACTION: Fairly liberal dividends have been paid every year lar 
rate of 50c quarterly may be supplemented by an extra or be increased since 1901. Current rate of 50c quarterly may be supplemented by a pa: 
to a somewhat higher rate. larger year-end extra than the 75c paid last year. tail 
MARKET ACTION: In line with the fluctuating nature of the steel indus- MARKET ACTION: Despite well indicated growth characteristics, the stock ME 
try, the stock in the past has experienced wide price swings, but current has been comparatively stable, but occasionally receiving major market hig 
market emphasis on steels is imparting considerable price strength. Recent attention. Recent price of 54 is almost midway between the year's range 
price of 44 compares with year's range of 4634 high—30 low. of 64% high—47 low. 
COMPARATIVE BALANCE SHEET ITEMS COMPARATIVE BALANCE SHEET ITEMS 
wer ee ~~ Dec. 31 June 30 
inge 1942 1948 Ch 
ASSETS (000 omitted) ASSETS (000 omitted) aa i ASS 
SEN che titeccisasbaccneed aon $ 3,148 $ 7,295 +$ 4,146 Cash $ 2,430 $ 8,523 Cas 
Re ee es aN Ra AE FE F +$ 6,093 
Receivables, 2,64 6,860 + (4,212 Marketable Securities... 1,186 3,584 - 2,398 Rec 
inventories ..... oe - 4,962 19,029 + 4,067 = Receivables, net .........0.....ccc ccc 1,507 4,154 + 2/547 Inv 
Other Current Assets... + esscesss a css cccncoueosctcoerenes 5,236 10,169 + 4,933 TOT 
TOTAL CURRENT ASSETS - 10,759 33,218 + 22,459 Other Current Assets... 1,005 4,541 + 3/536 Pla 
Plant and Equipment....... - 18,018 31,365 + 13/127 TOTAL CURRENT ASSETS cae 19,364 30,971 + 19,607 Les 
Less Depreciation .... . 11,341 18,528 + 7,187 plant and Equipment... 7,312 22,984 + 15,672 Net 
Net Property ............ a 6,677 12,617 + 5,940 4 So gl eameaeeeeatantaetnite r 7899 y 4 2406 Oth 
Other Assets ......... ae we . 3,577 2,745 -- re) UMP ovis sc sccscccctccccoee 15, 08s + 11,266 TO! 
FE AR RRR RETR: $21,013 $48,580 +$27.567 Other Aeee. % oss + W326 
LIABILITIES TOTAL ASSETS . $46,868 +$29,149 uA 
Notes Payable ....... RM caer EN $ 500 +$ 500 
Accounts Payable . $ 898 6,312 +” saiq = —- MABILITIES Not 
Reserve for Taxes. 530 4,817 + 4,287 Accounts Payable .. $ 1,015 $ 1,131 +$ 116 Res 
Other Current Liabilities. 792 2,956 oo 1 Reserve for Taxes. 3,364 7,1 + 3,773 Oth 
TOTAL CURRENT LIABILITIES.... 2,220 14,585 + 12,365 Other Current Liabiliti 996 2,799 + 1,803 TOT 
000 4 ote 7 TOTAL CURRENT LIABILITIE 5,375 11,067 + 5,692 Lon 
a ee. — 3 BORO OR ooo okcsctescersee 2,000 1,123 — 877 Res 
9,946 6,233 — 3,713 Capital .... 500 5,500 4+ 000 Cap 
Sur se ee 6,469 23,762 + 17,293 TIS oes 9,843 28,224 19,381 Sur} 
TOTAL LIABILITIES eves aS .... $21,013 $48,580 +$27,567 TOTAL LIABILITIES aadroky ~ . $17,719 $46,868 $29,149 TOT 
WORKING CAPITAL ............. ... $ 8,539 $18,633 +$10,094 WORKING CAPITAL awe . $ 5,989 $19,904 +$13,915 wo 
NT GOED weveccecveccccnsscnsnsecoscosenvoses 4.7 2.3 — 2.5 PE RTD ooo ececosncunssccccsasesserecsoes 2.1 2.8 a. 7 CUR 
130 THE MAGAZINE OF WALL STREET N¢ 
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__——, FRUEHAUF TRAILER FTR ATLAS PLYWOOD CORP. (NY Curb) AWO 
: : : : 2 — 
° T ae L Ld . a 
| Packing : Adjusted 
—— 80 -— = — Price Range ——j 
: : 1929 - 1935 t 
a High —22 5/81 — 
- 70 Low -S/8 
— s : tot —s 
— - : : ; ; : tT Gh 
Long Term Debt: $9,000,000 : 
Shs. $4 Pfd: | 12h,230 - $100 par ee Bank Loans: $1,500,000 — AE 
Shs.Common: 1,216,028 - $1 par Shs.Common: 600,000 - $1 par : : — a a 
Fiscal Year: Dec. 32 ; 50 Fiscal Year: June 30 : | = 
: ; : ih , : ; = 
——— { : = T 
bi oL—— = - lad 
iii 
— = { : 7 High and Low for 1936 { 
o it a Kt] : 1 
: ru — = T 
: at : TT rn —— 
— — if H pe =H 
: thas. : : Ta 20 
: i t | Pan r 
— ; il —_2forr J ce | ) an fitr, 
—— : it wn T : —fis : 7 Se es HH ‘Co it y, 
‘abe. } LPR? = s au +t - 10 "ett 
= amu TT wT OTL t ttt tet i ee = eeenmannpetmies 
wrt : cs re rs : ne 
— ri — THOUSANDS OF SHARES i 44H 0 —— % 
Tt T T — | [aS CC ae = a a x 
= ‘ - +t =\3 if = | THOUSANDS OF SHARES ~[—— —— tee = = 
| SRS SET | malaika 
1938 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 1937 | 1938 1939 1940 1941 1942 1943 1944 | 1945 1946 1947 1948 
| a R a | 2.06 2.80 | 5.87 5.33 
233.1 2 1.76 | 2.39 LT i 2.14 | 1.30 4.15 | 3.11 earn 1. 48 | .2 | 1,00 1.8) | 2.08 1.71 | 1.66 | 2. | 2.8 
1m | .50 | .65 -70 8 .80 85 | 1.00 | 1.00 oil 6m | 6%! - 43% | .75 | 1.00 170 | .70 | .85 | 1.40 | 2.25 
“4.4 5.0 1.8 1.5 8.1 8.2 12.2 14.2 30.1 | 31.8 | We Gp $ mill | os | Le 1.4 1.3 1.3 1.3 a8. | a0 2.5 3.8 |g Gp $! 








FRUEHAUF TRAILER COMPANY 


BUSINESS: Company is the largest producer of truck-trailers, varying 
from vans, tanks, refrigerators to flat types. About a year ago, light 
truck bodies and petroleum tank trucks were added to the line. 


OUTLOOK: Fruehauf Trailer's dominant trade position, its expanded and 
modernized facilities, and widely distributed branches, combine to en- 
hance well sustained growth. Demand for the company's special products 
has increased on a broad scale, as the initial low cost and improved 
operating efficiency of trailers, along with the rising popularity of high- 
way freight, have been extensively recognized. Although the business is 
subject to cyclical influences, signs are that considerations of economy 
may render it more stable than that of ordinary truck manufacturers. Since 
1934 the company's volume has risen from a level of $3.3 million to a 
peak of $84.6 million in 1947 with hardly an interruption in the uptrend. 
Sales in the first nine months of 1948 were slightly higher than a year 
earlier and improved cost controls widened margins, lifting net income to 
$3.59 per share compared with $2.39 for:the first nine months of 1947. 
Fruehauf has recently borrowed $30 million through a new subsidiary to 
finance instalment purchase contracts, thereby relieving the parent of this 
financial burden, and to retire bank debts, by this process raising current 
assets to $55.2 million compared with current liabilities of only $14.2 
million. 


DIVIDEND ACTION: Payments to common shareholders have been regu- 
lar for 14 years past, and except for 1933 for a longer period. For the 
past three years a quarterly rate of 25 cents per share has been main- 
tained. But latest payment was 50 cents a share. 
MARKET ACTION: Recent price of 2334 compares with a 1948 range of 
high—2434, low—177. 

COMPARATIVE BALANCE SHEET ITEMS 


December 31, 
940 1 


















947 Change 
ASSETS (000 omitted) 
MRNA Ce cascaveas vcatassicrenesavandks Wusviereioxsshineas $ 900 $ 4,183 +$ 3,283 
NINN WANE ein cesssnssshceviessvarcvsceredasss 10,445 21,418 + 10,973 
esd i dy oa waned casadveuhseus 4,159 33,320 + 29,161 
TOTAL CURRENT ASSETS .....................05 15,504 58,921 + 43,417 
Plant and Equipment ............................5 3,649 22,374 + 18,725 
Re RIIIEITN ov sicse ss otsccnsssesccvsecesivence 850 5,328 + 4,478 
IE clave csder) scbveenstcssescasuccsanavonns 2,799 17,046 + 14,247 
I cone cirssivnevnssbuneccnalstprssetinscees 617 1,186 + 569 
NE PIII, osi.c cn ode cdccides<ndnassceedsctteosees $18,920 $77,153 +$58,233 
LIABILITIES 
ND siivsiiccsuncscckcnsnceenntiienacseconsa $ 4,800 $17,000 +$12,200 
NTI och cps ccskcarcuscnsevesacessses 1,168 2,611 + 1,443 
I AE Toe cicaicicciccasiecesessics © eaustens 3,306 + 3,306 
Other Current Liabilities ........................ 1,738 4,171 + 2,433 
TOTAL CURRENT LIABILITIES ................ 7,706 27,088 + 19,382 
aE MUNIN, 5.24.5 6n6 5500s civscnececdscencesassse. 367 9, + 8,633 
IEEE -o.caieechenshsteuibsunghininnivsnntabentansness a — 30: 
MUNI ace cc aitusek Warn tccente Race seaNunsenene ds (les 4,203 13,585 + 9,382 
NI Soda ces schdcoveticnisecdeve ch abenad vansnnae 5,817 26,795 + 20,978 
EN, IIIc cccassennsiccessnasncoccsesevonse $18,920 $77,153 +$58,233 
WORKING CAPITAL ....0.......0ccrcdscccccrceee $ 7,798 $31,833 +$24,035 
GENE COU ook ovavocecscscesaccsscssscescsasess 2.0 2.2 ote ° 


NOVEMBER 6, 1948 
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ATLAS PLYWOOD CORPORATION 


BUSINESS: This company is the largest manufacturer of plywood packing 
cases, normally accounting for about 70% of the country’s production. 
These cases are used extensively in transporting a well diversified line of 
merchandise. Activities are completely integrated from log to finished 
products. Constant active research adds to future potentials. 

OUTLOOK: Overcoming the depression influences of the Thirties, the 
company proceeded to expand aggressively in every subsequent year, 
culminating in an all-time sales peak of over $23 million in 1947. Earnings 
kept pace during this period, and with better margins prevailing, resulted 
last year in a sharp increase to $5.87 a share compared with only $2.80 
the previous year. Sales for the fiscal year ended June 30, 1948, have not 
been reported as yet but net earnings climbed moderately. However, per 
share net showed a slight decline to $5.33 a share, owing to the greater 
number of shares outstanding. During the early part of the year, demand 
for the company's products, both from old customers and a constantly 
increasing number of new ones, exceeded company’s capacity to produce. 
After a brief summer lag, operations were again stepped up to full capa- 
city on September of this year, with indicated third quarter earnings of 
$1.10 a share, compared with $1.32 a share for the corresponding quarter 
last year on a smaller number of shares outstanding. Steel shortages and 
a slight slackening in demand from some of the consuming industries may 
preclude the establishment of further new sales and earnings peaks; how- 
ever, technical improvements and ever widening uses for plywood in 
packaging should stimulate and maintain operations at a high level for 
several years to come. 

DIVIDEND ACTION: Company's dividend payments have been generally 
conservative owing to the need to finance expansions and to increase 
working capital. Current rate of $.62!/. quarterly appears adequately 
protected and should be maintained. 

MARKET ACTION: Stock has been fairly volatile in the past. In view of 
good earnings and existing growth potentials, it has promise of market 
appreciation. Current price of 253% is close to the year's low of 245. 
High for the year is 32. 


COMPARATIVE BALANCE SHEET ITEMS 














June 30, 
1940 1948 Change 

ASSETS (000 omitted) 
ne ao cack cedeb avasy tisenecetensmeeteenuass $ 433 $ 2,651 +$ 2,218 
IS ND ods; inchaxdescnadescquaiasaenvencs 307 2,039 + 1,732 
I os riduindcnstxksssnteasesnanncacugeesancion 1,043 4,841 + 3,798 
Other Current Assets........ 76 334 ++ 258 
TOTAL CURRENT ASSETS .. 1,859 9,865 + 8,406 
Net Preperty ............0..c.00 2,517 9,203 + 6,686 
GI on oe ncscdicg tcc shanscicdnsuecdsest nae 121 303 ot 182 
MII «555.0 dics cdsndcenxecuGeeiwiWinceniens $ 4,497 $19,371 +$14,874 
LIABILITIES 
NN ions ch sc tacanlidenavohoatcsnes uanegice $ 200 $ 250 + $ 50 
I I on vc nave cccaseccecctossvondseae 91 347 + 256 
Reserve for Taxes......... 81 2,202 + 2,121 
Other Current Liabilities........... 104 815 -t 71 
TOTAL CURRENT LIABILITIES..... 476 3,614 + 3,138 
i aiicnss. ccnstisccinsccccesnbsminedes / -Sacuiues 1,750 + 41,750 
Reserves ....... C. ee — 
Capital ... 3,096 6,677 + 3,581 
Surplve ............. wins 854 7,329 + 6475 
TOTAL LIABILITIES ... coats $ 4,497 $19,371 +$14,874 
WORKING CAPITAL .............. .... $ 1,383 6,251 +$ 4,868 
GRIT CRU vances cs ccccccccieceoasesecsusnsice 3.9 7 — 41.2 
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The NATURAL GAS Industry 


—ITS GROWING PAINS AND FINANCING TROUBLES— 


By EDWIN A BARNES 


: The enormous and increasing demand for 


energy to supply heat and power to the nation’s fac- 
tories, homes and transportation facilities has stimu- 
lated production of coal, petroleum and especially 
natural gas in an unprecedented manner. Of all our 
natural resources the latter not only is in super- 
abundant supply but has the edge on its competitors 
as to cleanliness, convenience and above all efficiency 
on a relative cost basis. This has been proven for 
years past by a great many industries and some 9 
million home owners fortunate enough to have access 
to natural gas. As a result, insistent demand from 
all areas has spurred the industry well on its way 
towards spectacular growth. 

Why this sharp uptrend in use of natural gas has 
not occurred earlier has been mainly due to geo- 
graphical handicaps, for unlike coal and oil products, 
gas for practical reasons cannot be transported by 
rail, sea or trucks. Relatively short pipelines for a 
long time have served to distribute all the gas that 
could be produced from wells in the Appalachian 
area, but the supply there is rather limited and far 
short of demand. Local customers in the fabulous oil] 
sections of the far Southwest, where associated sup- 





plies of natural gas are so tremendous that the daily 
wastage is shocking, were easily supplied by pipe- 
lines. It took wartime enterprise, however, to stimu- 
late the construction of sprawling pipelines on a vast 
scale from Texas to the Eastern Seaboard, and in the 
postwar, many thousands of miles of pipe have been 
laid, or are to be laid, to tap lush markets as far dis- 
tant as California, Chicago, Detroit, Philadelphia and 
New York. 

The phenomenal manner in which the natural gas 
industry is forging ahead is revealed by a few statis- 
tics. According to the National Industrial Conference 
Board, nearly 27 cubic miles of this gas was con- 
sumed in the United States last year, weighing 106 
million tons and having a heat value comparable to 
175 million tons of coal. In terms of cubic feet this 
represented 4.4 trillion cf for natural gas or about 
one-fifth of total estimated reserves back in 1925. 
Despite consumption of 51 trillion cubic feet in about 
three decades, however, proven reserves have ex- 
panded to more than 165 trillion feet, equal to about 
30 years’ supply at the current rate of consumption, 
and on balance they are still growing. As for pipe- 
line construction, 5,370 miles of pipe laid last year 
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Statistical Summary of Natural Gas Companies 
—Capitalization*—— Operating Revenues Price- 
$ Million Net Per Share Div. Div. Recent Earnings 
Com. Pfd. Bondst 1946 1947 1946 1947 6mos.1948 1947 Yield Price Ratio 
Arkansas Natural Gas “A”... = $7.6 $21.8 $62.7 $86.3 $.39 $.80 = Nil wea $6 7.5 
Columbia Gas Systemic. 122.3 $138.5 95.1 FEE? 1.20 1.36 $.74 $.75 6.2% 12 8.8 
Consolidated Natural Gaz................ 49.1 pe Y 76.0 94.2 4.67 4.53 3.24 2.00 4.6 43 9.5 
El Paso Natural Gas. ceo 2.1 10.0 62.5 8.5 10.5 3.64 5.13 6.52b 2.40 3.5 68 13.2 
ROR CACC eee 54.9 — 23.5 29.9 40.6 1.24 1.87 1.60 1.00 4.3 23 12.4 
Oklahoma Natural Gas...... 12.4 9.0 22.7 15.4 17.2 2.70a 3.30 4.55¢ 2.00 Ta 36 10.9 
Race cightuig 42.8 20.0 82.6 68.3 77.2 4.84 4.86 3.93e 3.00 5.7 53 10.9 
Panhandle Eastern Pipe Line... 20.2 (3.7 64.9 27.7 30.4 4.40 4.49 2.44 3.00 4.6 65 14.4 
United Gas Corps. 106.5 113.2 63.3 77.0 1.09 1.50 .68 85 4.5 19 12.6 
*—Latest available. b—1I2 months ended August 31. 
t—Includes other long term debt. c—12 months ended July 31. 
a—Adjusted. e—12 months ended June 30. 




















brought the total in the country to approximately 
230,000 miles, and during the first half of 1948 an- 
other 3500 miles were added or approved by the 
Federal Power Commission. 

These figures, though, fall far short of revealing 
further planned growth of the natural gas industry 
in the immediate future, hinging largely upon the 
available supply of pipe. The American Gas Associa- 
tion foresees probable capital outlays of some $2.6 
billion by the natural gas companies during the next 
five years. To raise this large sum is likely to create 
some significant problems, for although perhaps $1 
billion may become available through retained earn- 
ings, the remaining $1.6 billion must come from bor- 
rowing or sale of new stock issues. To judge from 
financing programs announced during the last two 
years, the emphasis upon loans in raising capital is 
going to be very heavy. 


Significance of Financing Methods 


Because of easy money rates, large scale borrow- 
ing might seem to enhance the earnings potentials of 
related equities, but if the economy should enter a 
recessionary period later on, topheavy debt capitali- 
zation might cause trouble. Traditional proportions 
of capitalization considered sound for major utilities 
have been 50% bonds, 25% preferred and 25% com- 
mon stock. Regardless of state restrictions on the 
return upon property valuations, such a capital setup 
has usually permitted accruals on the equities from 
perhaps 8% to 12%. With few exceptions many of 
the long established units in the natural gas industry 
have operated with not much more than 40% bonded 
debt, moderate amounts of preferred or none at all, 
and correspondingly larger amounts of common 
stock, thus putting themselves on a very sound finan- 
cial foundation. In contrast, however, some of the 
important newcomers have started off with large 
funded debts that represent from 70% to 80% of 
their total capitalization, and with their equities ac- 
counting for from 13% to 22%. 

In part responsible for these high loan ratios has 
been the sound investment merit of the funded debt, 
despite the fact that many of them, if not most, are 
mere construction loans. Fact is that long term con- 
tracts both for the purchase and sale of natural gas 
promise unusual stability in the operations of these 
newer concerns, compared with former practices de- 
pendent wholly upon supply and demand factors and 
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varying rates. For this reason both banks and insur- 
ance companies have been generous in their credit 
policies where factual evidence was strongly favor- 
able and the borrowers enjoyed high standing. 


The Leverage Factor 


Even where these advantages did not exist, though 
current poor markets conditions have deterred capi- 
tal raising in the form of preferred stocks or by the 
medium of equity sales desirable as these courses 
might have been. Also, provided sufficient capital 
could be raised without dilution of the common stock, 
the element of leverage, supplying speculative attrac- 
tion to the equities, has entered the picture, bolster- 
ing the courage of original investors in making rela- 
tively modest outlays at the start. Now arises a seri- 
ous question as to whether the industry is not grow- 
ing too fast for its own good or whether it can count 
upon financing its needs over the intermediate term 
unless its methods of raising capital are altered. 

At the American Gas Association’s annual conven- 
tion in Atlantic City, Edmund M. Hanrahan, chair- 
man of the Securities and Exchange Commission, re- 
vealed considerable anxiety over the manner in which 
the natural gas industry has been financing itself by 
heavy borrowing. Since the end of 1945, he pointed 
out, the older pipelines (Please turn to page 145) 
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within a restricted period or at 
graduated prices and/or on dif- 
ferent terms as times passes. The 
par value of the two issues in- 
volved also has an important 
bearing, for to exchange a share 
of $100 par preferred for, say, 
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intelligent understanding of all 
these essential details, major em- 
phasis on the market status and 
appreciation potentials of the 
equities remains to be reached. It 
is here that good or poor judg- 
ment can make or mar progress of 
an investment program involving 
convertibles, for even if the safety 
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By J. S. WILLIAMS 


rices of many sound equities in the course 
of a year, after the inevitable ups and downs, have 
trended moderately upward, though the gain has 
been mainly achieved by developments in recent 
weeks. In contrast, however, quotations for senior 
securities, including both bonds and preferreds, have 
generally softened, though convertibles have been 
lagging somewhat less than the others. This raises 
a natural question as to whether under current 
market conditions the convertibles may have reached 
a buying zone, or whether their basic advantages are 
outweighed by other considerations. 

The lure of relative safety, without loss of appre- 
ciation potentials, provides the fundamental attrac- 
tion of convertibles as an investment medium. Place- 
ment of capital in senior securities breeds confidence 
in stable income and relatively well sustained values 
during poor times, and where this can be accom- 
plished with a privilege of conversion into equities 
in highly prosperous periods, there seems much to 
gain and little to lose. 

Unfortunately, the matter is by no means as 
simple as this brief statement might imply, for an 
investor desirous of purchasing convertible pre- 
ferreds, for example, is usually faced with certain 
complexities that should be unravelled to determine 
his true status. At the start, he usually has to pay 
some kind of a premium for his conversion privi- 
lege, resulting often in a paring of the yield. Then 
in times when speculative enthusiasm may boost 
the price of the related equity to near or above 
parity for conversion of the convertible senior issue, 
the price of the latter frequently rises well above 
the price at which it may be called for redemption, 
hence exposing a holder to the risk of sudden loss. 

Additionally, care must be taken by investors to 
ascertain the varying conversion terms. Frequently 
it will be found that conversion is permissible only 
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The relative price volatility of 
convertible preferreds and their 
respective equities is very inter- 
esting to study. The general up- 
trend in interest rates during the 
last year or so accounts in a broad 
manner for the converse price de- 
cline for all securities with fixed 

interest or dividend rates. The added attraction of 
a convertible feature, though, has served to temper 
the downward price tendency of such issues, even 
when new issues were offered to the public. When 
prices for the common shares advance to a point 
where conversion of the preferred carries an auto- 
matic value, from then on in a rising market quo- 
tations for the senior issue cease to be influenced 
by considerations of either yield or redemption 
price. This is because arbitrage, or the purchase of 
the preferred at any discount from parity and the 
immediate sale of applicable common would produce 
a profit. Speculators are always on the alert to seize 
such opportunities and during active markets on 
the upside pay sizeable premiums for the senior 
stock, viewing their purchases as an option or call 
on the common. 


Variable Price Pattern 


When market conditions depress equity quota- 
tions to a point below parity or the progress of a 
given company has not warranted arrival of its 
equities at a proper price base, quotations for both 
the common and preferred tend to follow a variable 
pattern. To show how this operates, we append a 
table listing ten convertible preferreds of outstand- 
ing concerns, their conversion terms, their call price, 
par value, yields and recent prices for the common 
and preferred. Additionally, we show the percent- 
age price gains and losses of both preferred and 
common stocks during certain periods in the recent 
past, for comparison adding changes in the Dow- 
Jones Industrial Average during the same intervals. 

In making our selections we have purposely listed 
only concerns with equity prices not too far away 
from their parity point, for less interest attaches 
to many others we could cite where long waits 
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sion privilege be- 


Financial Data on Convertible Bonds 





comes of actual in- 
terest. Our statis- 
tics include only 





one preferred 








been reached, 





though in most 





cases the spread is 
relatively narrow. 





What lends inter- 


% Gain % Loss 
Conversion Recent Current 1947 Low- 1948 High- 
Rate* Price Yield Range 1948 1948 High To Date 
American Tel. & Tel. Conv. Deb. 234/61... la 105'/, 2.57% 109 -101% 8.0% 3.9% 
American Tel. & Tel. Conv. Deb. 234 /57............. Ib Il1¥g 2.49 11652-10644 ~=—10.0 4.8 
Consolidated Edison Conv. Deb. 3/63... = 4 107% 2.78 11034-106 10.7¢ 3.0 
Laclede Gas Light Conv. Deb. 4!/2/63... 16 100 3.50 111'/-100 11.5¢ 3.5 
Virginia Electric & Power Conv. Deb. 3'/g/63.. 6 1091/, 2.88 112!/2-100 12.5¢ 2.8 
Dow-Jones 40 Bonds Index... GR. cs 101'/4- 97 4.9 2.6 





est to the picture, 
accordingly, is the 


, a. —Plus $50 cash. 
relative volatility lash 





*—Number of shares of common per $100 bond. 


b—Plus $40 cash. 
c—From issue price of 100 in 1948. 

















of these converti- 
ble preferreds, both 
up and down, regardless of general trends for in- 
terest rates, but with percentage gains and losses 
compared with those of their respective equities 
showing marked variation. 

Equally worthy of note is the higher degree of 
volatility generally indicated by both the senior 
stocks and equities compared with that of the Dow- 
Jones Industrial Average during identical periods. 
This would suggest that the speculative merits of 
convertible preferreds are by no means restricted 
to long term programs, as might be thought natural 
without study of the situation. In like manner it 
shows that with careful selection, convertible pre- 
ferreds of unusually high investment rank might 
be obtained where the market behavior of the com- 
mon has vigorous characteristics. 


Some Specific Examples 


Let’s examine a few of our selections individually. 
Allis-Chalmers 314,.% cumulative convertible pre- 
ferred, recently selling at 88, yields 3.7%. Shortly 
after these shares were issued about two years ago, 
they sold as high as 10114 before the downtrend in 
interest rates got under way. Now, at around 88, 
they are quoted well under their redemption price 
of 103. While the early postwar progress of the 
company was severely hampered by materials short- 
ages and strikes, it is now doing a record peacetime 


business in all divisions, with exceptionally bright 
prospects for enduring prosperity. During the first 
half of 1948 net earnings were at an annual rate of 
$4.56 per share on the common, lending speculative 
appeal to the equities, lately selling at 34 compared 
with a 1947 high of above 42. The preferred may be 
converted at any time into 2 shares of common, thus 
placing the present conversion point at 44. As a 
ten point rise in the price of the common would be 
needed to reach this spot, the value of the conver- 
sion privilege presently is moderate but it might not 
take long to become substantial. 


Burlington Mills 31/2 °% Second Preferred 


Burlington Mills 314% second preferred, conver- 
tible into 4 shares of common prior to March I, 
1951, is interesting to study because the recent price 
of 89 is approximately attuned to quotations of 22 
for the equities. Incidentally, this preferred was sold 
to shareholders and the public at 104 about 24%4 
years ago. The investment quality of the issue is 
apparent, for after allowance for dividends on senior 
preferred outstanding, net earnings available for the 
second preferred during 9 months of the company’s 
last fiscal year equalled more than $200 per share. 
Burlington Mill’s strongly entrenched position in the 
rayon and fabrics field is serving to sustain net 
earnings on the common (Please turn to page 149) 




































































Statistical Data on Selected Convertible Preferred Stocks 
% Gain %, Loss % Recovery 
Con- Present 1947 Low- 1948 High- Sept. Low- 
version Recent Price Conversion Div. Call Par 1948 High Sept. Low To Date 
Rate* Pfd. Com.  Pointt Yield Pricet Value Pfd. Com. Pfd. Com. Pfd. Com. 
Allis-Chalmers 3'/4% Pfd............ 2 $88 $34 $44 3.7% $103 $100 8% 40% 14% 25% 5% 10% 
Armstrong Cork $4 Pfdoice 2 112 54 56 3.6 105!/, No 18a 48 5 14 2 10 
Atiantic Refining 4% Pfd...... 2.4 109 45 45 3.7 104!/, 100 8 62 6 28 2 25 
Atlas Powder 4% Pf... 1% 100 57 75 4.0 113 100 2 13 13 23 I 16 
Burlington Mills 3'/2% 2nd Pfd... 4 89 22 22 3.9 105!/ 100 25 76 16 22 6 16 
Corier Corp. 47, (Pids =. - 1.6 38 16 24 5.3 53 50 2! 78 16 24 6 8 
Crown Zellerbach 4% 2nd Pfduw «= 3 102 29 34 3.9 102% No _ 23 38 23 23 2 8 
General Mills 33 Pfd....... = 2 «dO 60 32 125 100 8 18 8 4 6 14 
Monsanto Chemical $3.25 Pfd..... 2 110 54 55 3.0 104. No 10 25 17 23 9 14 
Pennsylvania Salt Mfg. 3!% Pfd.. 2. 105 40 42 3.3 104 100 20 26 12 22 ; 6 
Dow-Jones Industrial Average................ 190 18 9 8 
*—Number of common shares into which one preferred share may be converted. 
t—Point at which common would have to sell above for conversion to be profitable. 
t—For current year—varies slightly in subsequent years. 
a—lIssued 1948. 
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Politics 


In Presidential election years, 
November has been a good month 
for the stock market more often 
than not. For such Novembers, 
here are the net changes in the 
Dow-Jones industrial average 
over a period of nearly half a 
century: 1900, up 12.8%; 1904, 
up 14.0%; 1908, up 5.1%; 1912, 
up less than 1%; 1916, up 1.3%; 
1920, down 10.5%; 1924, up 
7.0%; 1928, up 16.2%; 1982, 
down 9.0% ; 1936, up 3.4% ; 1940, 
down 2.7%; 1944, up less than 
1%. All that the record indicates 
is that when the market is bullish 
anyway, it responds more sharply 
to election of a Republican Presi- 
dent than to that of a Democrat. 
When the basic factors are bear- 
ish, the market declines, regard- 
less of how the election goes. Note 
that in this record the biggest 
November advance was 1928 after 
election of Republican Hoover, 


the biggest decline in 1920 after 
election of Republican Harding. 


Forecast? 


The recent improvement in 
stock prices raises the question 
whether the market is ‘“forecast- 
ing” something of significance. 
The truth is that the market’s so- 
called prophetic vision is not al- 
ways what it is cracked up to be. 
The market is simply the con- 
sensus of the judgments, hopes 
and fears of all investors and 
speculators, none of whom can see 
around any corner. The more em- 
phatic is optimism or pessimism 
—as reflected in uncommonly high 
or low stock prices —the more 
likely is it to be wrong. What was 
the market forecasting in early 
September, 1929, when the Dow 
industrial average hit 381? Cer- 
tainly not the deflation of 1930, 
1931 and 1932. What was it fore- 
casting in July, 1932, at 42, when 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1948 1947 
Sept. 30 quar. $1.67 $1.41 
9 mos. Sept. 30 1.72 1.48 
9 mos. Sept. 30 5.29 2.41 
9 mos. Sept. 30 1.02 .60 
9 mos. Sept. 30 2.01 1.23 
9 mos. Sept. 30 1.32 -66 
9 mos. Sept. 30 2.25 1.22 
Sept. 30 quar. 1.09 -40 
9 mos. Sept. 30 7.65 4.04 
Sept. 30 quar. 1.01 67 
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our economy, on superficial in- 
spection, seemed to have no 
future? Since mid-1946 the mark- 
et has gone through up and down 
swings ranging in several in- 
stances from 20 points to nearly 
50 points (the 1946 break) in the 
industrial average — throughout 
which period the postwar indus- 
trial boom has continued, with ag- 
gregate earnings and dividends 
rising. Chances are that this time 
a may be on the right 
tack. 


War and Peace 


On the matter of war, the 
market’s forecasting record has 
been generally bad in our time. It 
was caught by surprise when the 
First World War broke out in 
July, 1914. When the Second 
World War started there was lit- 
tle or no surprise, in view of Hit- 
ler’s previous threatening moves; 
but the market consensus was 
wrong nevertheless. It was that 
we would stay neutral and profit 
out of exports, while France (sup- 
posed to have the finest army in 
the world) and England would 
lick the Germans. Stocks rose 
rather sharply in the autumn of 
1939, then flattened out for sev- 
eral months in the period when, 
with neither side striking in the 
West, there was talk of “phoney” 
war. The market was firming 
gradually, leading the technically- 
minded to believe the “signs” 
pointed upward, for several weeks 
just before the Germans broke 
through into the Low Countries. 
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Then the industrial average nose- 
dived about 40 points in ten days. 
This column has thought all along 
that, in the present instance, war 
is improbable; and it thinks that 
a change of much consequence in 
1949 business is unlikely—both of 
which the market now seems to 
forecast. 


Earnings 


The third quarter earnings re- 
ports are decidedly mixed. How- 
ever, total earnings for the period 
seem quite likely to set an all-time 
quarterly high ; and there is every 
reason to believe that results for 
the fourth quarter will be equally 
good, perhaps a little better, as- 
suring a record year. Total divi- 
dends are still rising, and we have 
already entered the period of 
year-end extras, with such pay- 
ments likely to exceed those of a 
year ago by a fair margin. There 
is no surprise in any of this. 
What is new is not bullish earn- 
ings and dividend news, but a 
bullish market response thereto. 
Individual stocks have been get- 
ting a stimulus, for the first time 
in some months, from good earn- 
ings reports or dividend boosts. 
When the reports are poor, no 
great damage is done, for in most 
such cases the stocks affected 
have already been pretty well de- 
flated by informed selling over an 
extended period. 


The industrial list, broadly 
speaking, is doing the work in the 
market’s rise, with rails and util- 
ities slow. However, the rail aver- 
age is close enough to last sum- 
mer’s recovery high to make it 
possible that it could be “dragged” 
up to a new top. A new high by 
even a small margin would suffice 
to satisfy “Dow Theory bulls.” 
There have been times for months 
on end when industrials got along 
well without much, if any, posi- 
tive help from rails. Given a “con- 
firmatory”’ new high in rails, fol- 
lowing a new top by industrials, 
all that is then required is that 
the rails refrain from falling out 
of bed. 


Utilities 


It is a paradoxical fact that 
utility earnings would be improved 
by a moderate business depres- 
sion. The industry is having to 
use stand-by steam generating 
facilities, mostly old and _ ineffi- 
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cient, to meet the present record 
demand. Hence, much industrial 
power, which carries low rates, is 
being sold below cost. A moderate 
depression would reduce the in- 
dustrial load, without affecting 
the more profitable residential and 
commercial volume; and the lat- 
ter could be served with little or 
no resort to costly stand-by equip- 
ment. Therefore, earnings would 
rise. But a depression is not in 
sight. Earnings will remain 
steady, at a level providing rather 
modest dividend coverage in most 
cases. Many of the stocks offer 
relatively attractive yields for in- 
come-investment. The basis for 
dynamic market action is pres- 
ently absent. 


Mixed 


Although the industrial section 
as a whole has risen to within 
close striking distance of the peak 
of last June, the movement so far 
remains quite mixed. Steels have 
provided the outstanding market 
leadership. Other relatively fav- 
ored groups include aircraft, auto- 
mobiles, chemicals, cement stocks, 
coppers, chemicals, baking and 
milling stocks, mining and smelt- 
ing, oils and tires. The laggards 
are too numerous to list. The 
movies and gold stocks remain 
very near the year’s lows, the air 
line and liquor stocks but mod- 
estly improved. 


Motors 


As regards the supply-demand 
situation in this industry and ex- 
cellent earnings, the automobile 
stocks are comparable to steels; 
and so far have had considerably 
less market exploitation. If there 
is a further market rise, steel 
stocks can hardly be the only 
spectacular performers. The auto 
stocks would logically seem to be 
among the groups best situated 


to “take the ball” if the game is 
to be kept exciting. This column’s 
speculative choice would be Stude- 
baker, now selling at less than 
four times estimated 1948 earn- 
ings of $7 a share. Chrysler will 
earn around $8 a share this year, 
General Motors probably near $9 
a share. In both cases, dividends 
are at a $4 rate. On earnings- 
dividends, these two stocks are 
priced relatively conservatively. 
There has always been a bigger — 
appreciation potential in Chrysler 
than in GM, and probably still is; 
although it may have been some- 
what reduced by the 1947 two- 
for-one split of the shares. 


Chemicals 


Some of the chemical stocks, 
especially those of companies 
which are still in a dynamic 
growth trend, strike this column 
as quite reasonably priced from a 
long term investment perspective. 
Among the general (broadly di- 
versified) companies, Dow Chem- 
ical has had by far the greatest 
growth of sales since prewar, 
Monsanto Chemical next, Union 
Carbide third. In growth poten- 
tial for the next several years 
Dow, still a medium-sized com- 
pany as leading chemicals go, is 
probably also in the top spot. This 
stock, Mathieson Chemical and 
Union Carbide are the only ones 
in the group which have not only 
made new 1948 highs on the re- 
cent market upswing but also 
bettered their 1946 bull-market 
highs. 


Cement Stocks 


This column continues to re- 
gard building stocks in general as 
an “in between” group, not among 
the best to hold for the remainder 
of the boom, and not among the 
worst. Companies almost wholly 

(Please turn to page 148) 


























DECLINES SHOWN IN RECENT EARNINGS REPORTS 

1948 1947 
American Brake Shoe & Foundry................ 9 mos. Sept. 30 $2.78 $3.28 
Anchor Hocking Glass .............................. 12 mos. Sept. 30 4.11 4.62 
PROTON RRO oso odie Gaceccacacccdecsccsessevanccerdase 9 mos. Sept. 30 2.91 4.92 
CIN Ss oan coated gs ele Set Sept. 30 quar. -92 1.69 
ya A ne 9 mos. Sept. 30 2.31 3.85 
Corn Products Refining .............................. 9 mos. Sept. 30 2.40 4.67 
NO os ord Sic cnc eack ieee diccnc butaceckadiecanass 9 mos. Sept. 30 2.40 2.60 
TTR NG oa soi wis sa iden sasscccdcdveeasnndeace 9 mos. Sept. 30 4.66 5.10 
RIANA NN ooo odin nace si sss shew ta cukcene does 9 mos. Sept. 30 3.84 4.04 
United Cigar-Whelan Stores .................... 9 mos. Sept. 30 -18 -16 
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The Personal Service Department of THE MaGAzINE oF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Avco Manufacturing Corporation 


“Please advise what products Avco 
Manufacturing Corporation produces, 
recent profits and dividends.” 

G. A., Jewell, Oregon 

Avco Manufacturing Corpora- 
tion reported consolidated net in- 
come for the nine months ended 
August 31, 1948, after all charged 
including Federal taxes, of 
$5,323,079, equal after preferred 
dividends to 74 cents per common 
share. This compares with net in- 
come of $4,622,314, or. 63 cents 
per common share, for the first 
nine months of the 1947 fiscal 
year. Consolidated net sales for 
the nine months ended August 31, 
1948, amounted to $98,957,139, as 
compared with $76,395,205 for the 
same period of 1947. Company 
sales and earnings from manufac- 
turing operations are running at 
the highest rate in its 20-year 
history. 

Avco’s operating divisions and 
products include: Crosley—radio, 
television, refrigerators; New 
Idea—farm equipment; American 
Central—kitchen sinks and cabin- 
ets; Spencer Heater—commercial 
and residential boilers; and Ly- 
coming — aircraft engines. Con- 
solidated subsidiaries include 
Crosley Broadcasting Corpora- 
tion, operators of WLW and 
WLWT at Cincinnati and WINS 
in New York, and the Nashville 
Corporation, builders of transit 
buses for the ACF-Brill Motor 
Company and ranges and home 
freezers for Crosley. 

Not included in consolidated 
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net income are ACF Brill and 
New York Shipbuilding Corpora- 
tion, both of which are Avco asso- 
ciated companies. Balance sheet 
as of August 31, 1948 showed 
total current assets of $49,113,176 
and total current liabilities of 
$16,732,214, leaving net current 
assets of $32,380,962. Dividend 
payments this fiscal year amount 
to 40 cents per common share. 
Prospects for the balance of the 
year appear favorable. 


May Department Stores 

“Please advise on recent volume of op- 
eration, profits and dividends of May 
Department Stores.” 

L. F., Seattle, Washington 

Consolidated sales of the May 
Department Stores and subsidi- 
aries reached new highs for the 
six months and the twelve months 
ended July 31, 1948. Sales for the 
six months totalled $183,321,000 
and for the twelve months were 
$382,617,000. These figures were 
unaudited. 

Consolidated net profit after 
taxes was $6,475,000 for the first 
six months of the current fiscal 
year. After preferred dividend 
requirements, this is equal to 
$2.11 per share on the average 
number of shares of common 
stock outstanding. For the twelve 
months ended July 31, 1948, con- 
solidated net profits, after taxes, 
amounted to $17,155,000, or $5.82 
per share after allowing for divi- 
dends on preferred stocks. The 
company’s earnings as reported 
above were determined on the 
last-in-last-out inventory valua- 


THE 


tion basis. The earnings per share 
on the common stock for the six 
months and twelve months on a 
first-in first-out basis would have 
been $2.21 and $6.62, respectively. 
One the Lifo basis, the earnings 
for the six months ended July 31, 
1947 were $2.41 per share and for 
the year ended July 31, 1947, 
were $5.99 per share. Dividend 
payments of 75 cents per common 
share were paid in each of the 
first three quarters of the current 
year and this rate is expected to 
continue in coming months. 
May operates ten large mod- 
ern department stores and eight 
smaller units. Sales have in- 
creased at a faster-than-average 
rate during the past ten years and 
operations are highly efficient. 


Duplan Corporation 


“Please report recent annual earnings 
and dividends of the Duplan Corpora- 


tion.” 
T. J., Pittston, Pa. 

The Duplan Corporation re- 
ported a 22% increase in annual 
sales for the fiscal year ended 
May 31, 1948 to $35,496,560. Net 
income of $3,387,515 was 61% 
more than the previous year, this 
was equal to $4.86 per share on 
the 776,985 shares of common 
stock outstanding. 

Company is now reaping the 
benefits from recent expenditures 
of almost $7 million on new 
equipment and new plants. Fab- 
ric sales were 22% greater and 
yarn throwing sales 26% more. 

The company further expanded 
its operations in Canada by ex- 
changing 40,000 shares of stock 
for the remaining 40% ownership 
in the M. E. Binz Company 
Limited. It previously owned 
60%. Canadian mills have been 
modernized and sales increased to 
$7 million. Combined United 
States and Canadian company 
sales amounted to $42,500,000 for 
the year. 

Net sales for the first quarter 
current fiscal year to August 31, 
1948 amounted to $10,369,000 
and net profit was $1,306,820, 


(Please turn to page 148) 
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Keeping Abreast of Industrial 


¢ and Company News -+ 





A new electronic marvel has made its appearance. 
This is called “Ultrafax” by means of which it may 
ultimately be possible to send and receive graphic and 
written material at the speed of 1,000,000 words a 
minute. In preliminary tests the entire contents of 
“Gone with the Wind’”—475,000 words on 1,074 pages 
—was flashed, page by page, by television and repro- 
duced by high-speed photography methods in exactly 
two minutes and twenty-one seconds. This device was 
developed by Radio Corporation of America, Eastman 
Kodak, and the National Broadcasting Company. 


Production of a new type of streptomycin for use 
in the treatment of tuberculosis is announced by 
Merck & Co. This new product is the most promising 
drug yet found for the treatment of tuberculosis and 
leprosy, in addition to its effectiveness against a host 
of other bacterial infections. Full-scale production 
will be started as soon as facilities are available. 


The office equipment industry is tackling the last 
frontier available for mass production—the business 
office. Among the various machines recently exhibited 
is an electric collator which relieves the office worker 
of the tedium of collating hundreds of sets of papers 
and does it at a volume and speed far beyond human 
capacity. Another device types complete letters, from 
heading to conclusion, without manual attention. 


The new “cold rubber” is about to go into heavy 
production. Tires made from it are said to be run- 
ning nearly a third more miles than those of the regu- 


lar synthetic. Continuing research promises further 


improvement, although technical difficulties will pre- 
vent mass production for some time. Goodyear Tire 
& Rubber will make the new tire. 


Outdoor boiler installations, once an object of man- 
agerial skepticism, have now won an important place 
in the expansion plans of steam-electric utilities, ac- 
cording to Babcock & Wilcox. Their value and attrac- 
tiveness have been enhanced by their compactness, 
which permits use of less construction material, such 
as steel, and generally calls for smaller operating 
staffs than do the traditional types. 


A revolutionary process of inkless printing has been 
developed that might completely change all the opera- 
tions of the printing and publishing industry. In- 
vented by C. F. Carlson of New York and known as 
“Xerography,” it reproduces pictures and text at a 
speed of 1,200 feet a minute, on any kind of surface, 
within forty-five seconds after exposure of the photo- 
graphed subject. It uses only dry powders, and no 
wet chemicals or ink in the process. 


A frequent cause of disastrous aircraft fires has 
been eliminated with the development of a non-in- 
flammable fluid to actuate landing gear and other air- 
plane controls, the Douglas Aircraft Company and the 
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Monsanto Chemical Company have reported. Devel- 
oped after two years of joint research, the new fluid 
is called “Skydrol.” It will be available for purchase at 
all airports within a few months. 


The Borden Co. is placing into operation a new 
$4,000,000 soybean solvent extraction plant which will 
process 550,000 bushels of soybeans daily, from which 
it will produce 50,000-55,000 pounds of soybean oil. 
This diversification is expected to give the company 
greater opportunity for growth and progress. 


The world’s largest automobile manufacturer is 
prepared to make cars that would use 40 per cent 
less gasoline than those now in use. While re-tooling 
is already in progress, it may be some time before such 
cars are on the market, owing to the lack of the type 
of fuel that is now available only at airports. However, 
General Motors is moving toward this greater effi- 
ciency and has already done preliminary work on the 
new Oldsmobiles and Cadillacs. 


Westinghouse Electric Corporation will substan- 
tially increase its appliance production in 1949, ac- 
cording to J. H. Ashbaugh, vice president. He states 
that the company looks for excellent business next 
year and expresses confidence that it could get enough 
steel for the higher production schedules. An attempt 
will be made to hold prices at present levels, provided 
production costs are kept down by maximum worker 
efficiency. 

Adaptation of Cooper-Bessemer’s Turboflow devel- 
opment to the four-cycle gas engine, an improvement 
that produces 14 per cent more power while cutting 
costs by at least 20 per cent, has been achieved by 
the company’s engineering division. Believed to be 
one of the most significant developments in the gas 
engine field in 20 years, it should prove a boon to com- 
munities, farm cooperatives and other power users, 
particularly in the southwestern United States where 
_— gas is plentiful and cheaper than any other 

uel. 


A process that will lock an effective mildew-prevent- 
ing chemical into linens has been announced by Mon- 
santo Chemical Company. The new process, a modifi- 
cation of an old method for fire-proofing textiles, will 
treat three hundred pounds of laundry for a few cents. 
It can easily be meshed with normal commercial laun- 
dry washing procedures. 


General Electric researchers have come up with a 
suggestion for the elimination of lightning. They 
advocate the use of dry ice to transform towering 
cumulus clouds into snow. Thus, they say, instead of 
growing into highly unstable thunderstorms, from 
which lightning is produced, the cumulus clouds either 
would precipitate out as snow or rain or would become 
cirrus or snow clouds, which do not produce lightning. 
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By E.K.A. 


Few things recently have stirred up such acrimonious dis- 
cussions as the monetary policies of our economic managers. 
And daily, more fuel is added to the fire. Thus the Federal 
Reserve Board in its latest 
monthly bulletin restates the 
case for the need of some 
curb on bank credit infla- 
tion, admitting that it hasn’t 
been able to throttle infla- 
tionary forces with a fifteen- 
month check on credit ex- 
pansion, Fed by purchases 
with borrowed money, these 
forces still dominate the 
economy and are in a posi- 
tion to surge forward, woe- 
fully states the Board. 

There is no doubt that the 
postwar expansion which is 
still proceeding apace — 
aided by the heavy loans to 
Salas oy the big insurance 
companies, is making pos- 
sible the spending of a lot 
more money than otherwise 
would be the case. In mak- 
ing the foregoing statement, 
the Board clearly is prepar- 
ing the public and the banks 
for another boost in bank 
reserve requirements, which 
in turn may force the banks 
to find another $1!/2 billion 
to be sterilized in the Reserve 
System. 

Naturally any such call, if 
and when it is made, will no 
doubt be met, as was the 
most recent one, with the 
sale of Government securi- 
ties to the Federal Reserve; 
in other words the latter will 
have to put up the money 
under the bond support sys- 
tem—something that in it- 
self is highly inflationary. 
But as in the past, the move 
won't really stop inflation, 
unless accompanied by 
lower bond pegs which ap- 
pears little likely at this time. 
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Business, in fact, need hardly be afraid of any drastic anti- 
inflationary action. Lending resources will remain plentiful de- 
spite any foreseeable efforts at restraint. Much greater cause 
of concern is the way certain prices have resumed their upward 
trend; another round of metal price increases appears defi- 
nitely in the making, meaning higher prices for durable goods. 

Unlike previous periods when sharp prices moves occurred, 
the current uptrend is somewhat gentler but its ultimate impact 
will prove no less painful to the consumer. More recently, the 
price of zinc and aluminum was marked up, and premiums are 
still being paid on imported lead. Copper is extremely strong 
pricewise and would readily rise if producers would ‘‘pull the 
plug.”” Even ordinary carbon steels, and certain ferro-alloys, 
are going higher. Basic trouble of course are the shortage con- 
ditions in the metal field; metal consumers have shown little 
hesitation in bidding up prices wherever metal was available. 

Current advances, and those yet to be expected, will soon 
be passed on to the wholesaler, retailer and consumer, and 
manufacturers are wondering what it will mean in the way of 
further stiffening price resistance already marked in most dur- 
able consumer goods. Well sustained sales of the latter bulk 
importantly as a stabilizer in the prospective business and eco- 
nomic pattern; if they fall off considerably, it would mean that 
trade would have to drop below last year’s level as there is no 
assurance of a fully compensatory increase in soft goods. 

Retail business this year has held up with the help of sub- 
stantial: durable goods sales and these are no longer increas- 
ing, even declining in part. If durable goods buyers are further 
priced out of the market, trade is bound to suffer. Only hope 
would be a re-channelling of purchasing power into soft goods 
lines. Retailers, it seems, are trying hard to boost this right now, 
and not without success. It’s a trend worth watching, this battle 
between hard and soft goods for the consumer dollar. 


Industrial Output Holds Up 


Speaking of business, the Federal Reserve Board reported 
that industrial production held in September to the same level 
as in August, or slightly below the peace-time record high last 
February. The Board’s production Index was maintained at 
91% above the 1935-39 average, duplicating the August 
figure. The February record was 94%/, above prewar. 

There is reason to believe that the figure in October will con- 
tinue to inch closer to the February peak. Industrial activity 
continues at a tremendous pace; steel production in October 
probably broke all peace-time records with a corresponding 
spurt in activity in metal-consuming lines including the steel- 
starved auto industry which currently gets enough steel to 
maintain an excellent rate of operations—frequently produc- 
ing as high as 120,000 units weekly. While not a record, such 
output figures have been infrequent since the war. 
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HIGHLIGHTS 


MONEY AND CREDIT—Common stocks rise with expanding 
volume, as investor-trader confidence rises under hopes that 
the Russian bear may quiet down for awhile, and in response 
to Washington forecasts of more inflation and continued busi- 
ness prosperity. Softness in aircraft issues in face of strong up- 
trends elsewhere reflected a supposed easing of tension be- 
tween East and West which failed to find confirmation in the 
market for foreign government dollar bonds, which slipped 65 
back to the lowest level in six weeks. High grade rail bonds 
were weak under expectation of another rise in interest rates 
and reserve requirements which awaits only Treasury approval. 
In keeping with bureaucratic tradition, the E. C. A. and the air 
force are already preparing to ask the next Congress for bigger 
appropriations. The French franc has just been devalued a 
second time in another effort to promote exports and discour- 
age imports. The result will probably be similar to last time— 
another boost in French costs and prices. 
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TRADE—August retail store sales 8°, above last year, with 
durables up 29°; but non-durables only 0.4%. As retail prices 
aa meanwhile had risen a trifle more than 8%, there was little abilities 

° ° . c ULATION et. 
949 change in the physical volume of business done. Department Meee cccccegcooceee,cce%ee™ | “Ste, ne 
|__ store sales, on the other hand, expanded to 11% above last theca 


will year during the fortnight ended Oct. 16, compared with a 25 ee 
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INDUSTRY—Business activity showed a slight contraction dur- 
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ing the fortnight ended Oct. 16; but margin of increase over is Pe a= a ow 
last year widened to 4%. Corporate sales in second quarter eo oe Oy wes | COMMERCIAL LOANS 

13.8% above last year. Utility earnings take turn for the better ' 

during third quarter. Rail earnings for eight months up 41%. | | | | | | | | | | | | | | | | | | | 
Unions prepare demands for shorter hours and a fourth round 5 TEMAMJTASOND J FMANJJASOND 
of wage increases next year. 1947 1948 








COMMODITIES—Futures recover sharply; but M. W. S. index 


of raw materials spot prices continues to sag, despite half-cent % 
advance in zinc. The nation’s Retail Stores sold 8°, more goods and serv- 
° ices in August than a year earlier. Sales of durables rose 29%; 


O 


Business Activity sagged slowly during the fortnight ended but nondurables were up only 0.4%. Since retail prices rose a 
Oct. 16; but the decline was somewhat less than a year ago, __ little more than 8% during the 12 months ended August, the 
so that the margin of increase over last year widened to 4%. actual physical volume of goods and services moved was ap- 
The M. W. S. Business Index is now 2.5°/, below its all-time Parently barely equal to that of ba ig earlier. 
high touched during the week ended June 26, this year. 

. + * 

The number of non-farm dwelling units started during Sep- 
tember was 13%, under the like month last year, compared 
with a cumulative increase of 18%, for nine months. Striking a 


somewhat m i : 
ore encouraging note, we learn that the amount crease of 10°, for the year to date; whereas in the San Fran- 


spent on factory Construction, after declining for 20 months, Spe ‘ P 
picked up during September for the second consecutive month. posi S400 they were off 3%, compared with @ cumulative 





On the other hand, Department Store Sales in the fort- 
night ended Oct. 16 managed to top last year by 11%, com- 
pared with a cumulative gain of only 7% for the year to date. 
As usual, the changes were far from uniform. In the Cleveland 
reserve district, sales were up 16%, making a cumulative in- 


Amount spent in September, however, was still 149/, below the * * * 
like month last year, despite considerably heavier costs. The SEC reports that sales by 1,276 Corporations during 
* * * the second quarter totaled $27.6 billion—13.8%, ahead of the 





Freight Car deliveries in 9 months totaled ee like period last year. Sales by oil refining companies were up 
more than in the like period last year. Installations for 9 months 39.4%, and of agricultural implement makers 35.7%. At the 


were 77,848, which was 31% more than the number retired. other ext les by distill 7.49 h 
Greatest shortage now is in gondola cars, of which only 310,000 of neon cada EE A 


were in service on Sept. 1, compared with 330,000 on Jan. 1, * * & 
1947, Freight cars ordered (one of the more significant business The Agriculture Department predicts that output of Farm 
barometers) during the first nine months numbered 19%, less Equipment this year will top the previous record set in 1947 
than in the like period last year. Backlog of unfilled orders as by 15%, and hold at peak levels next year. 
of Oct. 1 was 6% smaller than for the like date a year earlier. a... 

* * & (Please turn to the following page) 
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Essential Statistics 


























































































































Latest Previous Pre- 
Wk.or Wh.or Year Peal PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURES—$b (e) Sept. 0.97 1.04 1.06 1.55 (Continued from page 141) 
Cumulative from mid-1940_______ | Sept. 3725. ~ 378.6 ~ -369.7 13.8 Ruidinitan sb abiititditt and tata. 
FEDERAL GROSS DEBT—$b Oct. 20 252.3 252.3 259.1 55.2 | sets hit new highs in September. Output of 
television receivers numbered 88,195, mak- 
MONEY SUPPLY—$b ing 488,133 for nine months; while FM set 
Demand Deposits—94 Centers__— | Oct. 13 46.6 46.5 46.9 26.1 production reached 171,753, for a nine- 
Currency in Circulati Oct. 20 28.2 28.3 28.6 10.7 | months’ total of 1,052,933. 
BANK DEBITS—13-Week Avge. * * * 
New York City—$b Oct. 13 7.99 8.08 7.09 4.26 Electric Utility net earnings, which were 
93 Other Centers—$b Oct. 13 12.45 12.58 11.20 7.60 | running below last year during the first half, 
picked up enough during the third quarter 
PERSONAL INCOMES—$b (cd3) Aug. 217 215 193 102 to show an estimated increase of 7.5°/, over 
Salaries and Wages__________ |_ Aug. 139 136 124 66 the corresponding period last year. This re- 
Proprietors’ Incomes Aug. 50 51 43 23 duces the decline to less than 1°% for nine 
Interest and Dividend Aug. 17 17 16 10 months, and encourages hope that net for 
Transfer Payments Aug. i i 10 3 the calendar year may approximate the 
(INCOME FROM AGRICULTURE) Aug. 26 27 20 10 ge _ a for 1947. Main he 
y for the sharp pick-up in earnings for the 
CIVILIAN EMPLOYMENT—m (cb) | SePt- — yan x po third ceiaewee se le ae supply at 
Agricultural Employment (cb) | Sept. 8.7 8.4 8.7 8.8 i vical 
. 3 | hydro-electric plants. The situation there, 
Employees, Manufacturing (Ib) | Avg.- 16.5 16.2 16.0 13. h ics venadeeted of t I 
Siciusaietios. \Ane- 57 56 53 46 owever, has deteriorated of recent weeks, 
ili owing to the late summer drought. 
UNEMPLOYMENT—m (cb) Sept. 1.9 1.9 19 3.8 capeaidcgiy 
FACTORY EMPLOYMENT (1b4) Aug. Vl 1S8 - ml Estimated net income for Class | Rail- 
Durable Goods Aug. 166 185 12 se roads for eight months totaled $421 mil- 
Non-Durable Goods Aus. is 138 ied = lion, compared with only $298 million in the 
FACTORY PAYROLLS (1b4) Avg. 37% vied 7 Kes like period last year prior to the series of 
rate increases which started in October, 
ere Gene S Sane £58) A 40.0 39.9 398 403 | 1947. For 12 months ended Aug. 31, the 
ae a pats 1345 1332 ~©«*123.6 ~—S=«*78.1_—-| Fate of return on property investment aver- 
Weelly Waee ($)___ Aug. 53.86 53.08 49.17 32.79 +e 3.94%, this year, against 3.69%, last 
PRICES—Whelesale (1b2) Oct. 16 164.8 164.6 157.9 92.5 ; * * * 
Retail (cdlb) Aug. 196.2 195.1 181.4 116.2 The railroads have asked the I. C. C. to 
grant an immediate increase of 8% in 
COST OF LIVING (1b3) Aug. 1745 173.7 160.3 110.2" | Freight Rates to offset increased costs 
Food Aug. 216.6 216.8 = 196.5 113.1 | since the last increase, plus an additional 
Clething Aug. 199.7 197.1 185.9 ‘113.8 | 5 °/ tise to cover recent and pending wage 
Rent Avg. 117.7 117.3 -WNN.2 ‘(107.8 | increases. The Commission has just rejected 
echiiismahatuciaes a petition of eastern railroads for rate ad- 
eee ding es nm oh am | Cas 
Durable Goods Aug. cask — — 1.14 | between the ‘ila on ‘adie gu. Fae and 
Non-Durable Goods Aug. 7.28 7.53 7.25 3.58 salen tite” 
Dep't Store Sales (mrb) Aug. 0.76 0.69 a = yi * : 
See Sides Doth 8 ho, F081. | Dee = = The United Mine Workers have prepared 
MANUFACTURERS’ a campaign for a fourth post-war round of 
New Orders (ed2)—Total_________ | Aug. 259 246 231 181 Wage Increases when dickerings for the 
Durable Goods _..___ | Aug. 315 291 261 221 1949 contracts are opened next spring. 
Non-Durable Goods Aug. 225 219 213 157 They will demand a 7-hour day and 35-hour 
Shipments (cd2)—Total Aug. 338 308 287 187 week with the same take-home pay now 
Durable Goods Aug. 370 333 301 227 received for an 8-hour day and 40-hour 
Non-Durable Goods Aug. 320 294 279 158 week. On top of this, they want a 50%, in- 
crease in vacation pay and length of the 
BUSNESS INVENTORIES, End Me. vacation period, and a boost of 50% to 
Total—$b (cd) Aug. 82.6 51.7 45.9 28.9 | 100°, in the per-ton royalty tax on coal. 
Manufacturers’ Aug. 30.4 30.2 27.0 16.7 * * a 
Wholesalers’ oe es kn i = Other powerful unions will probably, as 
Retailers op ' #4 24 19 4 usual, wae their cue from prince Lewis 
Dept. Store Stocks (mrb)_______._ | Aug. a ; : : (whose salary has just been doubled to 
BUSINESS ACTIVITY —1—pc Oct. 16 164.4 1649 161.3 141.8 | $50,000 a year plus) and demand a 
(M. W. S.)—I—np. Oct. 16 186.8 187. 179.8 211465 | Shorter Work Week. A. F. of L. craft 
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Date Month Month Ago —_— Harbor 
INDUSTRIAL PROD.—1—np (rb) Sept. 196 191 187 174 unions, along with the C. I. O. rubber 
Mining Sept. 154 159 153 133 workers and United Shoe Workers, will 
ae roe ais sectioned — pe en po pe surely follow the lead; but C. I. O. steel and 
cect ict lla eaPoemetae es oe : auto workers are at present more interested 
CARLOADINGS—t—Total Oct. 16 914 892 954 833 in pressing for a guaranteed Annual 
Manufactures & Miscell Oct. 16 420 408 433 379 Wage. 
Mdse. L. C. L. Oct. 16 il 112 122 156 * * * 
Grain Oct. 16 52 49 56 43 The Bureau of Agricultural Economics 
ELEC. POWER Output (Kw.H.)m Oct.16 5,482 5,482 4,946 ~—«3,267 — _it . Aygo 4 a pe ge 
spending (and, it might have added, a 
SOFT COAL, Prod. (st) m Oct. 16 12.0 1.8 127 10.8 | fourth round of wage increases) may cause 
Cumulative from Jan, |_____ |_ Oct. 16 462 450 488 446 furth 4 inflati babl 
Stocks, End. Mo Aue. 64.0 58.1 47.2 61.8 some turther te nflation, probably 
limited to non-farm products. 
PETROLEUM—(bbis.) m “ae os 
Crude Oouput, Daily___ || Oct. 16 5.6 5.5 5.3 4.1 : 
Gasoline Stocks Oct. 16 91 91 8! 86 As if encouraged by this prediction, Zine 
Fuel Oil Stocks Oct. 16 79 78 58 94 producers, fortified by the present tight 
Heating Oil Stocks. Oct. 16 79 78 61 55 supply-demand situation have just ad- 
LUMBER, Prod. (bd. ft.) m Oct. 16 532s 52 542632 vanced the price of zinc by '/2 cent a 
Stocks, End Mo. (bd. ft.) b_____ | Aug. 6.6 63 6.0 12.6 | pound, on top of previous advances this 
ee ta’ a. ee se po a 1 totaling 4!/2 cents. The price is now 
STEEL . (St. m epft. . . B le 15! t . . 
Cumulative from Jon. |__| Sept. 65.0 576 627 747 /2 conts a ms ae pi St. Louis. 
pap na i puma tin 129 170 142 94 A small producer of Lead has also raised 
ee i a ag Oct. 2! 5,746 5,617 4,597 5,692 his price a bit. Other producers are still 
holding back at present writing; but as 
MISCELLANEOUS Mexico, about half of whose output is 
Paperboard, New Orders (st)t eecconeeeseee . | Oct. 16 186 214 162 165 shipped to the U, S. A has just lifted the 
U. S. Newsprint Consumption (st)t..... Sept. 441 4\1 400 352 dan y, eset te een eubeiie init ¢. & 
Do., Stocks (mpt), End Month... | Sept. 568 577 573 523 P ‘4 ia bef id jo Oey I 
Motor Vehicles, Factory Sales—t..... | Aug. 461 474 349 352 may not e ong betore a omestic pro- 
Cigarettes, Domestic Sales—b___. Aug. 34.1 27.2 28.9 17.1 ducers fall in line. They are already paying 
Whiskey, Domestic Sales (tax gals.)m | Aug. 4.0 3.2 3.4 8.1 premiums for other foreign metal. 











b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept. (Avge. Month 1939—100). cd3—Commerce Dept. 
seasonally adjusted monthly totals at annual rate, before taxes. cdib—Commerce Dept. (1935-9—100), using Labor Bureau and oo 
Data. e—Estimated. en—Engineering News-Record. !—Seasonally adjusted Index (1935-9—!00). Ib—Labor Bureau. Ib2—Labor Bureau 
(1926—100). Ib3—Labor Bureau (1935-9—100). Ib4—Labor Bureau, (1939—100). It—Long Tons. m—Millions. mpt—At Mills, Publishers, 
and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without Compensation for Population growth. pco— 
Per Capita Basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. st—Short Tons. t—Thousands, 
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No. of annie, (940 lad (Nov. 14, 1936, Cl—100) High Low Oct. 16 Oct. 23 

Issues (1925 Close—100) High Low Oct.16 Oct. 23 100 HIGH PRICED STOCKS. -_- 91.84 75.27 85.54 88.10 

312 COMBINED AVERAGE_____ 151.9 119.0 136.4 141.6 100 LOW PRICED STOCKS... 182.86 135.10 157.75 163.98 
4 Agricultural Implements _ 240.1 178.8 212.7 222.5 6 Investment Trusts 71.6 50.0 60.8 64.9 
Wt Aircraft (1927 Cl—100)_ 193.5 134.3 179.7 179.4 3 Liquor (1927 Cl—i00)___._ 843.5 637.7 711.2 729.8 
6 Air Lines (1934 Cl—100)_ 515.6 368.7 368.7e 435.5 9 Machinery ~~ ———«*'79.55 136.8 149.0 156.3 
6 Amusement pane 0 73.5 73.5d 77.7 3 Mail Order sd 89.8 108.5 110.5 
13 Automobile Accessories ___._ 224. | 171.1 201.1 209.3 3 Meat Packing __-_—EEE—S*SI'.. 80.9 81.5 81.2 
12 Aut bil 41.3 31.4 33.6 35.1 13 Metals, non-Ferrous 189.1 138.0 169.7 178.3 
3 Baking (1926 Cl—I00).. 21.9 16.4 19.4 20.5 4 Paper 48.7 34.1 41.4 42.0 
3 Business Machines _______ 297. 224.7 265.6 269.6 25 Pomcewe a JORG 199.5 263.3 272.6 
2 Bus Lines (1926 Cl—100)___ 168.4 133.4 137.3 142.4 19 Public Utilities _- «1124.9 97.8 112.7 115.0 
S Chemica: 267. 221.6 240.7 250.0 5 Radio (1927 ClL—i00)___.__ 30.6 17.8 24.2 25.6 
2 Geel Mining C268 14.7 24.0 24.4 8 Railroad Equipment 67.2 52.9 56.5 58.7 
4 Communication _._____ 56.1 42.3 43.5 46.0 7 Ratwecee 2 IB 20.5 26.7 28.5 
13 Construction —__..__..._ 71.5 56.6 60.5 64.1 3 Realty 27.1 21.1 25.1 26.1 
7 Containers 346.0 274.8 284.4 299.7 2 Shipbuilding ___—-*146.1 102.8 139.8 146.1B 
9 Copper & Brass______ 119.1 92.0 103.8 108.5 > SotGanks ee. SIGS 321.1 321.1d 346.3 
2 Dairy Products __._______._ 60.2 50.7 55.3 57.7 14 Steel & Iron 127.0 96.2 117.7 127.0B 
5 Department Stores 71.9 53.9 62.3 62.8 3 Sugar 54.7 44.8 50.2 53.3 
6 Drugs & Toilet Articles. 184.4 147.4 151.2 157.4 2 Sulphur 281.9 206.6 266.4 271.3 
2 Fi Compani 268.3 «199.4 =. 253.5 256.8 5 Textiles 170.4 118.9 151.9 152.3 
7 Food Brands EE —s*d772«6 152.8 163.3 165.7 3 Tires & Rubber______——s 34.5 27.5 33.5 34.5A 
2 Feod Stores__ —tisé7 59.7 62.4 65.3 6 Tobacco 71.7 62.4 69.9 70.7 
3 Furniture 88.3 70.9 79.8 81.4 2 Variety Stores _.___.____ 327.8 286.9 315.0 319.6 
3 Gold Mining ___-_____ 772.7, 590.1 611.6 = 592.1 17 Unclassified (1947 ClL—100) 109.8 90.0 101.4 104.6 








New HIGH since: A—1947; B—1946. New LOW since: d—1944; e—1943. 
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Trend of Commodities 





Futures advanced sharply during the past fortnight; but spot 
prices continued to sag. The M. W. S. index of raw material 
spot prices was off nearly a point, despite another half cent 
advance in zinc. With the Government leaving no stone un- 
turned to offset the normal economic effects of bumper crops, 
there is little doubt that commodity futures indexes have seen 
their lows for the year. The B. A. E. report on crops in storage 
as of Oct. 1 was not so sensational as had been expected a 
few months ago. Wheat in storage is only 1° more than a 
year ago. Only 126 million bushels of old corn remained in all 
positions on Oct. 1, smallest carryover in six years; sorghum 
grain stocks are slightly lower than last year. On the other 
hand, stocks of rye and oats are largest in 3 years, and barley 
largest in 5 years. Soybean prices have cane spectacularly 
in the cash markets as farmers begin to harvest the record crop 


of 205 million bushels. Last year 181 million bushels were har- 
vested. The 1935-46 average was only 135 million. The Agri- 
culture Department predicts a world cotton crop of 29.7 million 
bales this season—17% above last year, and a surplus of 1.7 
million. U. S. crop is expected to reach 15 million bales. U. S. 
wool production is expected to reach a record low of 225 mil- 
lion pounds next year. Wartime peak in 1942 was 388 million 

ounds, For each of the seven consecutive years since then, we 
on had to import a progressively increasing quantity of for- 
eign wool. The world’s 1947-48 sugar production is estimated 
at 34.1 million short tons, compared with 31.1 million last year 
and the 1935-39 average of 34.7 million. U.S. civilians and 
our armed forces have contracted for so much of this season's 
Cuban crop that shortage worries have replaced her surplus 
fears of a few months ago. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. | Mo. 3Mo. 6Mo. 1Yr. Dec.6 
Oct.25 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities 305.2 306.0 307.8 323.4 316.7 343.0 156.9 
11 Imported Commodities__ 278.5 277.4 278.9 292.0 269.8 308.5 157.5 
17 Domestic Commodities. 323.8 326.1 328.1 345.5 351.4 367.3 156.6 


RAW MATERIALS SPOT INDEX 
JULY AUG. SEPT. ocr, 
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14 Raw Materials, 1923-5 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 

1948 1947 1945 1943 1941 1939 1938 1937 
High ______._ 162.2 
Low 


164.0 95.8 92.9 85.7 78.3 65.8 93.8 
149.2 1264 93.6 89.3 74.3 61.6 57.5 64.7 
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Date 2Wk. | Mo. 3Mo. 6Mo. Yr. Dec.é 
Oct.25 Ago Ago Ago Ago Ago 1941 
7 Domestic Agriculture _ 323.1 327.0 331.1 376.0 369.0 392.8 163.9 
12 Foodstuffs 354.9 358.9 359.6 398.7 392.0 424.3 169.2 
16 Raw Industrials 275.9 275.1 276.9 277.9 271.1 289.1 148.2 


COMMODITY FUTURES INDEX 
JULY AUG. SEPT. OCT, 
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COMMODITIES INDEX 
































Average 1924-26 equals 100 

1948 1947 1945 1943 1941 1939 1938 1937 
High 168.83 175.65 106.41 96.57 84.60 64.67 54.95 82.44 
Low _____ 139.83 117.14 93.90 88.45 55.45 46.59 45.03 52.03 
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The Natural Gas Industry 





(Continued from page 133) 


have raised $305 million of new 
money, of which 87% came from 
sale of bonds, 3% from preferred 
stock and only 10% from common 
stock. Then two new pipeline com- 
panies alone have raised $245 mil- 
lion obtaining over 80% from 
bonds, 4% from preferred and 
16% from equities. He warned 
that the industry faces an inevi- 
table shakedown later on if eco- 
nomic conditions turn less favor- 
able, and that even if the antici- 
pated high level of revenues and 
profits is realized, depreciation re- 
quirements will demand conserva- 
tive dividend policies. 


Aside from such comments, it is 
well to realize that low interest 
rates may tend to swell net earn- 
ings, but repayment of principal 
in large instalments from these 
earnings could more than offset 
the advantage. Furthermore, the 
Federal Power Commission re- 
stricts net earnings of the inter- 
state pipelines to 6% on allowable 
property values. In considering 
these factors, it is interesting to 
study the sinking fund provisions 
of a typical bond issue. 


An Example 


Take the 314 first mortgage 
bonds of Texas Eastern Transmis- 
sion Corporation, for example, due 
in 1962 and outstanding in amount 
of $120 million, though a total of 
$300 million has been authorized. 
This owner of the Big and Little 
Inch pipelines has an inviting 
vista with firm contracts to sup- 
ply huge quantities of natural gas 
from assured sources in Texas to 
some of the strongest utilities in 
the East, and proposes to double 
its capacity. From its sound but 
restricted earnings base, however, 
allowance must be made for an- 
nual repayments of the bonds at a 
rate of $6.5 million from Novem- 
ber 1950 on, total retirements be- 
fore the final maturity date aggre- 
gating $84,250,000. This is en- 
tirely aside from interest charges 
or allowance for depreciation. In 
citing these figures we are not at- 
tempting to cast a shadow on the 
earnings potentials of this con- 
cern, but merely to point out the 
magnitude of a problem that con- 
ceivably might arise in the unpre- 
dictable future. In like manner 
this applies to many of the other 
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natural gas concerns that have 
shouldered heavy debts. 


Rapidly expanding industrial 
concerns can hardly be expected 
to finance their capital needs along 
a theoretically desirable pattern 
so long as Government authorities 
restrict earnings on risk capital to 
6% of the property investment. 
James E. Pew, manager of Sun Oil 
Company’s natural gas division, 
recently pointed out that this han- 
dicap should be removed by leg- 
islation, and undoubtedly his con- 
tention is soundly based. In sup- 
port of his premise, he stated that 
though our proven oil reserves are 
immense, natural gas reserves are 
still greater on an equivalent heat 
basis but are supplying only 13% 
of the nation’s energy needs. 
About 20% of all natural gas pro- 
duced domestically goes to waste, 
he adds, with 400 billion cubic 
feet in Texas annually coming in 
this category, although the pres- 
ent price of the gas at the well- 
head is about 12% of crude oil on 
a heat basis. How much the entire 
economy would benefit by full de- 
velopment of our natural gas re- 
sources seems obvious, but private 
risk capital on an adequate scale 
can be raised only if the potential 
reward is made more attractive. 


Stable Earnings and Growth 


Despite all barriers, however, a 
number of the older natural gas 
companies have established an 
enviable record for stable earnings 
and substantial growth over a 
period of years, and their aggres- 
sive expansion recently adds spec- 
ulative attraction to their shares. 
Included on our appended table 
are several of these sound con- 
cerns. Ever since 1931, for ex- 
ample, El Paso Natural Gas has 
operated profitably in Texas, New 
Mexico and Arizona, and now is 
completing a 1,200 mile 26-inch 
pipeline to supply California utili- 
ties. Earnings of this company, as 
our table shows, are increasing 
but financing by senior securities 
has been substantial. 


Sales of Panhandle Eastern 
Pipeline have tripled in the last 
ten years as a result of drawing 
upon 6.5 trillion cubic feet of nat- 
ural gas reserves owned and the 
expenditure of more than $80 mil- 
lion for improvements. Net earn- 
ings of Panhandle have trended 
upward, easily covering the $3 per 
share dividends paid last year, but 
sinking funds on funded debt now 
involve about $2.5 million annually. 


Lone Star Gas is especially well 
situated, owning more than 1,300 
productive gas wells in Texas and 
Oklahoma, 5,200 miles of pipeline, 
and selling its output in the most 
popuious area of Texas. This con- 
cern has paid dividends without a 
break since 1926, distributing a 
rather liberal share of earnings. Its 
capitalization is simple and funded 
debt relatively light, though its 
planned outlays of $50 million 
may change the picture somewhat 
before long. 

Gross revenues of Columbia Gas 
System, formerly Columbia Gas & 
Electric Corporation, topped $231 
million in 1947, compared with 
$156 million in 1941, and the num- 
ber of customers served rose above 
one million. The numerous sub- 
sidiaries of this holding company 
operate in Ohio, Pennsylvania, 
West Virginia, Kentucky, New 
York, Virginia and Maryland. 
Natural gas is produced by Colum- 
bia on a large scale throughout 
the Appalachian area, and the 
company has contracted for the 
purchase of huge amounts from 
East Texas Transmission, Pan- 
handle Eastern Pipeline and the 
lines of Chicago Corporation when 
availabie. The population and in- 
dustrial areas served by Columbia 
Gas System are so extensive that 
its sales potentials are most. en- 
couraging. 

While its capital structure is 
nicely balanced, the company’s 
subsidiaries have been borrowing 
rather liberally and on terms that ~ 
provide sizable debt retirements 
annually. To preserve a desirable 
proportion of common stock in re- 
lation to debt, the company regis- 
tered 1,223,000 shares of new com- - 
mon with the SEC in September, 
to be offered to stockholders as a 
means of helping to finance 1949 
capital requirements. Confidence 
in the outlook by the management 
was expressed by recent declara- 
tion of a 15 cents per share extra 
dividend on the common. 





Kennecott Copper Goes 
Into New Fields 





(Continued from page 128) 


Kennecott, because their pub- 
lished income accounts and bal- 
ance sheets make no allowance 
for depletion. During its long his- 
tory, however, Kennecott has 
charged off $152 million for de- 
preciation, including almost $48 
million since 1940. In calculating 
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income taxes, the company of 
course makes full use of deduc- 
tions allowable for both depletion 
on a rigid pattern based on 1913 
values, and for definite rates of 
depreciation, but the published 
balance sheets reflect only the lat- 
ter item in detail. These book- 
keeping practices render esti- 
mates of property values difficult. 


Moderate Inventory Rise 


Although Kennecott’s inven- 
tories have risen only moderately 
compared to prewar, despite 
sharply higher prices, conserva- 
tive policies have led the company 
to accumulate contingency re- 
serves now totaling $20 million, 
equal to 36% of the $54 million 
inventories carried at the end of 
last December. What’s more, these 
reserves are all represented by 
cash in the bank rather than be- 
ing invested in additional facili- 
ties or inventories as has been 
done by some other concerns. If 
the inflationary spiral should ter- 
minate and copper prices decline, 
Kennecott has amply provided for 
such a contingency, indeed so sub- 
stantially that no increase in its 
contingency reserve was deemed 
necessary in 1947. 


From an operational aspect 
Kennecott seems to have been 
able to maintain wider profit mar- 
gins than most of the other large 
copper concerns. Since they all 
receive the same prices for their 
output, as a rule this reflects the 
advantage of low cost operations. 
For the same reason Kennecott’s 
net profit margins have been 
eminently satisfactory as our 
table shows. Operating margins 
from 1939 through 1944 were 
fairly stable with an average of 
about 37%, dipping to 28% in 
1945-46 under the impact of pro- 
longed strikes at home and 
abroad. The sharp rise to a rec- 
ord high of 46.5% in 1947 was 
mainly due to uninterrupted 
operations and a steady rise in 
the price of copper. With another 
recent boost of 2 cents per pound, 
this margin may be even further 
widened in the second half of this 
year, though an upturn in freight 
rates, wage costs and material 
prices may absorb part of the 
price rise. Unquestionably the 
current wide operating margins 
of Kennecott are far above 
normal and cannot endure for an 
indefinite period. 


Only at rare intervals in past 
years has Kennecott failed to 
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operate at a profit and in the last 
32 years, dividends have been 
omitted only three times. Net 
earnings of the company over a 
long period have rather closely 
been attuned to volume, except 
during war years when excess 
profit taxes took a big toll, or in 
more recent years when strikes 
precluded normal profit margins. 
As our table shows, net earnings 
averaged $3.95 per share during 
the last decade and dividends 
averaged $2.72 per share. This 
relationship of dividends to net 
earnings amounted to 69%, far 
above that of most large concerns 
in other forms of enterprise. 


Kennecott has no regular divi- 
dend rate and generally adopts a 
cautious policy of increasing its 
distributions as a year unfolds 
during uncertain periods like the 
present. Total dividends in 1947 
came to $4 ‘per share and thus 
far in 1948 $3 per share has been 
paid, including two specials of 50 
cents each and another of $1.25 
per share in September. Since 
Kennecott’s treasury position is 
so strong and net earnings this 
year should at least equal the 
$8.49 per share reported in 1947, 
further liberalization of dividends 
would occasion little surprise. 


Looking ahead, the medium 
term horizon for Kennecott Cop- 
per Corporation holds much 
promise, partly because current 
domestic demand for the red 
meal exceeds total domestic sup- 
ply by a margin of around 50%, 
and though suspension of tariffs 
may expand imports, world de- 
mand is so heavy that there is 
small chance of an oversupply in 
the foreseeable future. Under the 
circumstances the outlook for 
continued high copper prices is 
bright and we have seen how 
beneficial these have been for 
Kennecott in conjunction with 
large metal scales. 


Widening Earnings Base 


Over the longer term, too, the 
several steps taken by this com- 
pany to widen its earnings base 
offer much encouragement, as we 
have pointed out. That informed 
investors recognize the future 
potentials of the company is 
shown by a recent price of close 
to 60 for Kennecott shares, within 
a fraction of the high of 1948 
and about eight points above the 
1947 top. 


In view of current and foresee- 
able earnings, and the 614% divi- 


dend yield afforded at present 
market price, the latter appears 
as a fairly conserative valuation 
which should leave room for fur- 
ther market appreciation depend- 
ing not only on market conditions 
but also on the fruition of the 
company’s plans for the future. 


Earnings so far this year have 
been slightly in excess of the ex- 
cellent results of 1947, amounting 
to $4.46 a share for the first six 
months compared with $4.26 for 
the comparable preceding period, 
and $8.49 for the full year 1947. 
Net profits of $9 per share for 
full 1948 seem probable, making 
the price earnings ratio less than 
seven to one, a rather modest val- 
uation for a stock of this type. 





Government Spending — 
Key to the Business Outlook 
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fields cuts could be made, and how 
much. Since weighty political con- 
siderations enter the whole ques- 
tion, the outlook in this respect 
remains highly uncertain. 


Rearmament, whether domestic 
or lend-lease, raises problems not 
only of costs but of supplies, and 
it is here where any pinch will 
likely come. The very materials 
which European armies need— 
steel and copper, for example— 
are those which European civilian 
economies also need, and which 
are already short here because 
they are required in increasing 
quantities for our own defense 
and domestic economy. 


Under our own rearmament, as 
well as under revived lend-lease, 
heavy industry will get most of 
the new orders, and industry is 
already girding for its new role. 
Concerns in dozens of fields may 
be affected, including those mak- 
ing planes, trucks, tanks, motor- 
ized weapons, heavy artillery, en- 
gineering equipment, technical 
items such as radio, radar and 
communications equipment, and 
of course those active in produc- 
tion of new weapons. Since such 
orders will have priority and 
moreover involve the use of large 
amounts of steel, copper and 
other scarce materials, civilian 
production will feel the pinch. 
There may also be sizeable orders 
for civilian-type goods, particu- 
larly for future lend-lease, includ- 
ing uniforms, shoes, office equip- 
ment, even for certain foods. 
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All of which should mean good 
business for companies manufac- 
turing these things, their com- 
ponents and the needed raw ma- 
terials; for the steel and non- 
ferrous metal industry, for the 
automotive and aircraft industry, 
for the electronics and machine 
tool industry, for makers of con- 
struction equipment such as trac- 
tors and bulldozers, for manufac- 
turers of electrical cable and 
other related supplies. 


These potentials will be supple- 
mented by the latest shift in ECA 
emphasis. The first section of its 
program covering subsistence 
items, notably agricultural prod- 
ucts, cotton, fertilizer, coal, oil, 
medical supplies, is now rapidly 
assuming lesser importance with 
the start of the second phase 
which comes closer to the heart 
of the European recovery prob- 
lem, and is also likely to have a 
more direct beneficial effect in 
American business and regular 
American export channels. It 
means greater emphasis on many 
types of industrial goods for re- 
construction and rehabilitation, 
ranging from steel and steel prod- 
ucts to machinery and machine 
tools. This trend should be appar- 
ent very soon. From here on there 
should be more business from the 
Marshall Plan for American busi- 
ness! 


How ECA Money Was Spent 


Just for what items ECA 
money has so far been author- 
ized is shown in the accompany- 
ing table. Future procurement 
will lean far more heavily on in- 
dustrial goods. 


Civilian output involving the 
use of steel and scarce metals will 
hardly escape shortage condi- 
tions, a likelihood that points 
either to curtailment or certain 
shifts in consumer durable goods 
output once rearmament is in full 
swing. Fewer automobiles may 
be produced, and fewer house- 
hold appliances and furnishings 
involving metal, whether ferrous 
or non-ferrous. Steel for builders 
may get still scarcer, unless used 
for priority purposes. 


In consumption goods, the im- 
pact will be less, perhaps no im- 
pact at all, unless produced by 
manpower shortage. Supplies of 
textiles, for instance, is large and 
even some pre-emption for mili- 
tary purposes would hardly 
shrink it to the point where civil- 
ian business would suffer. The 
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Good Service Depends on Good Earnings 


There is still much to be done to 
make the Bell System big enough 
for the nation’s needs. It will take 
a lot of money. 

This money cannot come out of 
the rates you pay for service. It 
must come from investors. 

They are the hundreds of thou- 
sands of everyday people in all 
walks of life whose confidence in 
the integrity and earning-power of 
the Bell System encourages them 
to invest their savings in the 
business. 

.Reasonable earnings will con- 
tinue to attract the additional 
capital needed. And that in turn 
will provide the new and improved 


facilities that will benefit everybody 
who uses the telephone. 

Earnings that are too low are not 
in the best interests of anybody and 
can only result in the long run in 
deterioration of a vital service. 

The Bell System does not ask 
that it be allowed to earn one penny 
more than is required to do the job. 

It asks only what most people 
and most regulatory bodies agree is 
fair and just . . . a reasonable return 
to the many men and women all 
over America whose savings 4 
have built the telephone 
business. 





BELL TELEPHONE SYSTEM 








same goes for food, for clothing, 
for oil and oil products, for fats 
and edible oils, for tobacco, for 
coal and numerous other con- 
sumption or soft goods. In short, 
the impact of rearming ourselves 
and Europe will mainly fall on 
the durable goods industries, to 
an extent that cannot yet be fully 
or clearly envisaged except in gen- 
eral terms. 


This is another reason why 
there is hope that, broadly speak- 
ing, resultant inflationary tend- 
encies can be cured or minimized, 
and price correction in many 
fields continue. Such a prospect 
admittedly would approach the 
ideal. Any restriction in durable 
consumer goods output would 
naturally channel some additional 

(Continued on page 151) 
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For Profit and Income 





(Continued from page 137) 


dependent on residential work and 
subject to normally sharp compe- 
tition—as in roofing materials, 
for instance—are potentially the 
most vulnerable. Probably the 
best situated of all are the cement 
companies, for rising public works 
will offset any conceivable shrink- 
age in residential building, so far 
as they are concerned. The cement 
supply situation is now one of the 
tightest in all industry — even 
tighter than in steel. Earnings are 
excellent, and rising. Lone Star 
Cement has always been the best 
dividend payer. This stock is now 
around 66. Earnings will be 
around $7 a share for 1948; the 
dividend, with extra, should be at 
least $4 and might be as much as 
$4.50, providing a yield, at pres- 
ent price, of 6% to 6.8%. Selling 
around 39, Lehigh Portland Ce- 
ment also has merit, with earning 
power now in the vicinity of $5 
a share and likely to pay not less 
than $2 in dividends. 


Reminder 


What can happen when ab- 
normal demand is filled, even with 
good general business continuing, 
is suggested by the third quarter 
report of Bendix Home Appli- 
ances. Both sales and earnings 
were roughly half what they were 
in the like period of last year. 
This is not a matter of competi- 
tion, but a general condition. 
Bendix still holds trade leader- 
ship. The postwar washers of 
one of the biggest automobile 
makers, and of two of the biggest 
electrical equipment makers — 
why rub it in by mentioning 
names?—have not made the ex- 
pected hit with housewives. Some 
of the smaller newcomers in this 
field are now faring so poorly as 
to raise a question whether it 
makes much sense for them to 
stay in it. 
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equal to $1.68 per share. 


A 4% common stock dividend 
was distributed on October 28th 
to holders of record October 18th. 
Total dividends thus far this year 
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have been 12% in stock and 50 
cents in cash. 


Operations continue to be satis- 
factory and the net earnings for 
the second quarter of current 
fiscal year are estimated to be 
about on the same basis as for the 
first quarter. 


Royal Typewriter Company 


“Please furnish business volume, 
profits and dividends of Royal Type- 
writer Company.” 


J.S. H., Forest Hills, N. Y. 


The Royal Typewriter Com- 
pany during the fiscal year ended 
July 31, 1948, sold and delivered 
nearly 40% more typewriters 
than during the previous fiscal 
year. Sales of portable type- 
writers increased 50% during the 
year, and at the end of the fiscal 
period, the company was still un- 
able to make delivery in full 
quantity on all orders for port- 
ables. 


Sales and services for 1948 
totalled $52,243,604, compared 
to $37,789,085 in the 1947 fiscal 
year. In spite of higher costs of 
doing business, net income was 
$5,620,336, as compared with 
$4,013,147 in the 1947 year. The 
past year’s net income was equal 
to $4.98 per common share after 
allowing for preferred dividends, 
as compared with $3.49 per share 
in 1947. 


A strong financial condition 
was indicated with current assets 
of $20,797,546 about 314 times 
current liabilities of $6,040,896 
on July 31, 1948. The increase of 
$2,277,529 in working capital was 
used principally to finance larger 
inventories which the greatly in- 
creased sales made _ necessary. 
Dividends including extras to- 
talled $2.10 per share thus far 
this year compared with $1.55 
paid in the full year of 1947. 
Company has put in new ma- 
chinery and rearranged manu- 
facturing processes to help offset 
increased costs of doing business. 
Near term prospects for the com- 
pany continue favorable. 


Northrop Aircraft 


“Please furnish information as to 
order backlog, earnings and financial 
position of Northrop Aircraft, Inc.” 


E. T., River Forest, Iil. 


Continuing its consistent earn- 
ings record, Northrop Aircraft, 
Inc., showed a net profit of $520,- 
145.77 for the fiscal year ended 
July 31, 1948. The earnings figure 


is more than double the $240,- 
573.00 profit listed by Northrop 
for the preceding year. The new 
profit represents net earnings of 
1.93% on sales and billings of 
$26,943,787.54. Earnings per share 
for the 1948 fiscal year amounted 
to $1.16, compared with $0.54 per 
share in the preceding year. Divi- 
dend payments this year have 
amounted to 50 cents per share. 


The annual report reflected con- 
tinued strengthening of the com- 
pany’s financial position during 
the year and listed the firm’s back- 
log of military orders at $96 mil- 
lion at July 31st. This does not in- 
clude the backlog of the Northrop 
Aeronautical Institute, a corpo- 
rate division. 


Current assets of the company 
were listed at $6,739,100, while 
current liabilities were $2,397,702, 
leaving a net working capital of 
$4,341,398. This is an increase of 
$944,029 in working capital for 
the twelve-months’ period. The 
ratio of current assets to current 
liabilities on July 31, 1948, was 
2.8 to 1 as compared with 1.9 to 1 
on July 31, 1947. The book value 
per share also showed an increase 
from $14.63 to $15.04. Net work- 
ing capital amounted to $9.65 per 
share. 


The analysis of current assets 
shows 29.13% to be in cash; 
52.53% to be accounts receivable 
from and work in process for the 
U. S. Government; 7.18% to be 
accounts receivable from and work 
in process under sub-contracts 
which are under U. S. Govern- 
ment’s prime contracts held by 
other contractors; 2.11% to be 
accounts receivable from and 
work in process for others and 
9.05% to be in materials and sup- 
plies. 


Bright prospects are seen for 
the coming year as Northrop is 
now embarked on what seems 
likely to be one of the busiest and 
one of the most productive periods 
of its peace-time history. The Con- 
gress has appropriated sufficient 
money to start the industry on 
the aircraft production program 
which is*so essential for national 
defense. This money is being spent 
carefully. 


U. S. Air Force has selected for 
production Flying Wing B-49 air- 
planes, designed and built by this 
company, and now evaluated on 
the basis of performance as among 
the world’s most efficient air- 


(Continued on page 151) 
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Are Convertibles 
Now Attractive? 





(Continued from page 135) 


stock at high levels close to an 
annual rate above $7.50 per share. 
At 22, therefore, the equities seem 
very reasonably priced and under 
more favorable market conditions 
could appreciate substantally. In- 
vestors content with a yield of 
3.9% on the convertible preferred 
pending future appreciation in 
the common shares that would 
establish paper profits for holders 
of the senior stock are now com- 
fortably situated. 


Timing is Important 


Timing of prospective pur- 
chases of the Burlington Mills 
convertible preferred warrants 
study of our tables. Since 4 shares 
of common represent one share 
of preferred, now that approxi- 
mate parity levels have been 
reached, the price of the pre- 
ferred should advance about one 
point for every four point move 
of the common. It did somewhat 
less than that from the 1947 lows 
to the 1948 highs. During declin- 
ing price periods, though, such as 
that from the 1948 high mark to 
the September low, the converti- 
ble preferred slipped off 16% al- 
though the common stock price 
fell only 22%. In variable manner 
these same percentage factors are 
interesting to study in weighing 
the market action of all the 
stocks listed on our table. Other 
things equal, quite a wide choice 
might be indicated between the 
shares of one concern and another 
during falling markets, depend- 
ing upon shifts in the relation of 
the convertible preferreds to their 
common stocks pricewise. 


Another high grade convertible 
is the $4 second preferred of 
Crown-Zellerbach Corporation, a 
leading manufacturer of news- 
print and other paper. A five 
point advance in the price of the 
common would establish parity, 
with the preferred now selling at 
102 and the common at 29. How 
clearly a premium is being bid 
for the preferred is shown by its 
moderate yield of 3.9%, although 
the higher ranking 4.20% pre- 
ferred stock of this concern is 
quoted at 97 to yield about 414%. 


Earlier this year the common 
sold above 34 and holders of more 
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Troubled with 


DEAFNESS? 


—then you'll be thrilled with the new 
revolutionary Zenith “75” Radionic 
Hearing Aid. You can order it by 
mail without risking a penny. Let a 
10-Day Trial* at home, at church, at 
business, prove it’s the finest hear- 
ing aid you can buy regardless of 
price. Saves you over $100.00. 


HEAR BETTER 
or Pay Nothing 


Light, compact single unit. Costsless } 


than a cent an hour for battery con- 
sumption. Comes ready to wear. Ac- 
cepted by the Council on Physical 
Medicine, American Medical Asso- 
ciation. Send postcard now (no obli- 
gation) for full particulars telling 
how tens of thousands of hard-of- 
hearing men, women and children 
have found new joy and happiness 
with this amazing new hearing aid. 


*Available on direct sales by Zenith Radio Corpora- 
tion or its subsidiaries. 








Look only to your 
doctor for advice on 
your ears and hearing 
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TEE RADIO 
“CORPORATION 


HEARING AID DIVISION 


Dept. MS1118, 5801 West Dickens Ave. 
Chicago 39, Illinois 


Makers of World-Famous Zenith Radios. Leaders in Radionics Exclusively for 30 Years. 


than 7,000 shares of the conver- 
tible preferred exercised their 
conversion privilege. First and 
last 58.1% of the issue had been 
converted. Additionally the com- 
pany has started to retire some 
of this stock by the use of sur- 
plus earnings, a point that in- 
vestors should bear in mind since 
the stock is redeemable at 1021/4. 
In the year ended April 30, 1948, 
Crown-Zellerbach earned $6.81 
per share on the common and 
thus far in the calendar year has 
paid $2 per share, indicating 
room for enhanced.dividend liber- 
ality, not to mention possible price 
appreciation. The convertible pre- 
ferred accordingly has consider- 
able speculative attraction. 

On a second appended tabula- 
tion we show a few first class con- 
vertible bond issues, all selling at 
par or higher. With one excep- 
tion the quality of these invest- 
ments has pushed them rather out 
of reach pricewise for the aver- 
age investor, with yields generally 
under 3%. Institutional investors, 
though, have been large buyers of 
them, with an eye on safety as 


well as potential appreciation due 
to their convertible features. That 
their prices are more volatile 
than those of many other issues is 
well shown on our tabulation, in 
comparing their price movements 
with those of the Dow-Jones 40 
Bonds Index. 


In conclusion, it is pertinent to 
point out that many sophisticated 
investors see no valid reason for 
including convertible preferreds 
in their portfolios, particularly in 
this period of rising interest 
rates. With considerable justice 
they claim that: the equities of 
carefully selected strong concerns 
may be held with confidence al- 
most equal to that accorded to 
their senior stocks. As the income 
return on the common stocks is 
far more satisfactory than on the 
preferreds and their price ad- 
vances can be more rapid, these 
investors find the equities more 
desirable to hold for either a short 
or long pull. Whether our readers 
concur with this viewpoint or not 
must be left to their individual 
decisions as determined by their 
investment objectives. 
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One of the advantages of con- 
vertibles is that once they are 
selling on an investment basis 
(yield basis), they tend to resist 
any decline in the general market. 
But by the same token, the yield 
factor in times of rising interest 
rates may prevent them from 
proper participation in any mar- 
ket improvement of the related 
common stock. It is this consid- 
eration that accounts in part for 
the laggard action of some, 
though by no means all conver- 
tible issues during the more re- 
cent period. Naturally the near- 
ness and value of the conversion 
privilege is often a mitigating 
factor in the equation; hence of 
paramount interest in the consid- 
eration of any convertibles. 





Corporate Use of 
Retained Earnings 
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been strengthened tremendously, 
and that the real values behind 
the stocks of representative com- 
panies have been built up corre- 
spondingly. Net working capital 
has more than doubled since 1939. 


_ Plants are enlarged, modern- 
ized, and in good physical condi- 
tion, and carried on the com- 
panies’ books at depreciated 
values that are in most cases only 
a small fraction of present-day 
replacement costs. The fact that 
cash is tied up in plants, inven- 
tories, and receivables is a favor- 
able sign, meaning that it is at 
work rather than lying idle in 
banks. 


Dividend payments in the first 
nine months of 1948 were 15% 
above 1947. In an article in the 
September 1948 issue of the Ex- 
change, monthly publication of 
the New York Stock Exchange, 
entitled, ‘“Nine-Year Drift of 
Common Stock Dividend Yields,” 
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it is suggested that the high per- 
centage of earnings retained in- 
stead of being distributed to 
shareholders — “causes specula- 
tion whether public interest in 
long-established equities has been 
more timid this year than the 
over-all situation warranted. The 
fact that business has been active 
and prosperous is generally real- 
ized; perhaps too little attention 
has been paid by aloof investors 
to the probability that a great 
part of postwar rehabilitation and 
extension of plant will be com- 
pleted this year. Completed and, 
so far as earnings have been ap- 
plied, paid for .. . The matter of 
dividend yields receives first at- 
tention; a proposition dealing 
with what yields might be under 
easier corporate necessities stands 
in second place.” 


Earnings vs. Dividends 


It is a timely question of 
whether the low level of current 
dividend payments has been over- 
emphasized, and the high level of 
actual earnings not fully ap- 
praised. Perhaps in valuing indus- 
trial stocks a new technique 
should be applied, similar to the 
standard practice in valuing fire 
and casualty insurance stocks, 
wherein a certain arbitrary per- 
centage of the corporate reserves 
is added to capital and stated sur- 
plus in computing the book value 
of shareholders’ equity. This is 
based upon the principle that, in 
the ordinary course of events, 
such reserves will be distributed 
as dividends. 


Mention was made above of 
the paradox of good business 
causing poor dividends. The re- 
verse paradox is not only possible, 
but probable, of poor business 
causing good dividends. When 
business activity recedes, there is 
rapid liquidation of working as- 
sets (inventories and receivables) 
into cash. At the same time, the 
curtailment of plant expenditures, 


together with the continued 
charges for depreciation (involv- 
ing no cash outlay) also result in 
building up cash. 


This means more cash available 
for dividend payments. Moreover, 
the general and special reserves 
already set up will help to take 
care of routine or unexpected 
losses. 


Finally, when a business slump 
is developing, corporate directors 
often feel that declaration of 
higher dividends may be war- 
ranted as helping to maintain the 
market values of the shareholders’ 
investment. Between 1929 and 
1930, for example, when the com- 
bined net income of all U. S. cor- 
porations dropped by 83%, total 
dividend payments declined by 
only 5%. 





Argentina’s Losing Battle 
for Power 





(Continued from page 125) 


districts. The value of exports, in- 
sofar as they have been reported, 
is impressive. However, below the 
surface the situation is not so 
good. 


In the first place, the money 
supply (see table) continues to 
expand steadily, largely as a re- 
sult of Government spending. The 
direct Government expenditures 
and the spending of some 81 de- 
centralized Government depart- 
ments and organizations (such as 
the IAPI), which finance them- 
selves out of their own resources, 
is now exceeding half of the na- 
tional income. With the imports 
of consumer goods (chiefly semi- 
luxury items) declining, people 
have nothing to spend money on. 
There is much speculation in real 
estate and foreign exchanges. 
Since the future is uncertain and 
taxes rising, the wealthier people 
are seeking to transfer their 
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wealth abroad. This flight of cap- 
ital has created problems for the 
neighboring republic Uruguay. 


Prices and costs continue to 
rise. Argentine industries would 
be in a difficult position insofar 
as foreign competition is con- 
cerned if it was not for Govern- 
ment protection policies. Except 
for food which is plentiful and 
still relatively cheap, the wages 
of the average Argentine worker 
buy but a fraction of what they 
used to buy. Up to now, the prom- 
ises of a better future and of a 
mighty Argentina have kept the 
workers in line—but once it be- 
comes obvious that Peronista Ar- 
gentina cannot make good its 
promises, anything may happen. 


In conclusion this could be said: 
Argentina is at a crossroads. A 
way out of the present situation 
lies in meeting the United States 
half way regarding the issues of 
reasonable prices, the unfreezing 
of payments for past imports, the 
jettisoning of a portion of the 
Five-Year Plan, and the reduction 
of armament expenditures. If this 
solution should fail, then Argen- 
tina has to tighten economic con- 
trols, trade more with Europe, 
and perhaps eventually declare 
herself bankrupt. That would in- 
volve a drastic devaluation of the 
peso, and would unquestionably 
be followed by social and political 
disturbances. 


A Note On Uruguay 


Unlike its big neighbor, Uru- 
guay has managed its affairs ex- 
tremely well. It has employed ex- 
treme care as to the expenditure 
of the wartime accumulated gold 
and dollars. The result is that, 
although only one-eighth as large 
as Argentina, it actually has more 
gold and dollars (nearly $260 
million as of last July). A care- 
ful scrutiny of all applications for 
dollar payments has been neces- 
sary also for other reasons. Uru- 
guay has become a sort of Latin 
American Switzerland—a haven 
for refugee capital from Argen- 
tina and Brazil. Wealthy Argen- 
tinos for some time have been 
transferring their bank balances 
to Montevideo. However, the 
chances for investment in Uru- 
guay are limited (and the country 
is too near to Peronista agents), 
hence the balances now in Uru- 
guay are pressing for transfer to 
New York and Switzerland. 


As the exporter of much the 
same products as Argentina, Uru- 
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guay is also worried that a dras- 
tic revaluation of the Argentina 
peso would take business away 
from her. There are indications 
that Uruguay would likewise de- 
value her currency in case Argen- 
tine peso should be lowered 
further. 
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planes. Other military aircraft of 
advanced design and other U. S. 
Airforce projects related to avia- 
tion, particularly in the fields of 
guided missiles and new-type tur- 
bine engines, place Northrop Air- 
craft in a favorable position to be 
called on for further work in the 
U. S. Defense program. The com- 
pany’s backlog of orders includes 
contracts for 30 Flying Wing B-49 
eight-jet bombers and 23 three- 
engined C-125 Raider assault 
transports. The company is also 
working on some experimental 
planes which are expected to pro- 
duce further government con- 
tracts. 


Rheem Manufacturing Co. 


“Please advise what products are 
produced by Rheem Mfg. Co., recent 
earnings and dividends.” 

H. D., New Haven, Conn. 

Rheem Manufacturing Co. for 
the third quarter of 1948 reported 
a 6% gain in net sales and a 45% 
gain in net earnings over the cor- 
responding quarter of 1947. For 
the third quarter of 1948, net sales 
were $15,741,000 and net earn- 
ings were $915,686, equal after 
preferred dividends, to ,88 cents 
per common share. This compares 
with net sales of $14,793,000, net 
earnings of $628,680 and common 
per share earnings of 60 cents for 
the 1947 third quarter. 

For the first nine months of 
1948, net sales were $43,404,000 
and net earnings were $2,490,597, 
equal after preferred dividends, to 
$2.40 per common share. For the 
corresponding period of 1947, net 
sales were $44,593,000, net earn- 
ings $2,693,604 and $2.60 was 
earned per common share. 

Rheem Manufacturing Co. is the 
world’s largest manufacturer of 
water heaters for all fuels and 
steel shipping containers. In addi- 
tion it manufactures soft water 
appliances and a full line of heat- 
ing equipment for gas, oil and coal. 
Dividends in the first three quar- 
ters of the current year totaled 
$1.20 per share. 





NATIONAL CONTAINER CORPORATION 


A regular quarterly dividend of $0.296875 was 
declared on the 444% Cumulative Convertiple 
Preferred Stock of National Container Corpora- 
tion, payable November 1, 1948 to stockholders 
of record October 20, 1948. 

HARRY GINSBERG, 


Treasurer 





















DE SOTO 
CHRYSLER 


PLYMOUTH 
DODGE 


YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 








DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a quarterly dividend 
of one dollar ($1.00) per share on 
the oustanding common stock, pay- 
able December 14, 1948, to stock- 
holders of record at the close of 
business November 15, 1948. 


B. E. HUTCHINSON 
Chairman. Finance Committee 














Government Spending — 
Key to the Business Outlook 





(Continued from page 147) 


purchasing power into soft goods, 
enhancing their market poten- 
tials. In view of this, there is no 
room for excessive bearishness on 
the price outlook in these fields. 


There are other areas where 
Government spending will help 
support business, and particularly 
prices. Take the matter of farm 
price supports, which will force 
the Treasury to divert large sums 
into the farmers’ hands. Farm in- 
come and purchasing power will 
be supported accordingly. The sit- 
uation in metals continues strong, 
but should it weaken, the Govern- 
ment will give support also, 
through purchases under the 
stockpiling program. 


Most observers expect business 
spending, particularly on plant, to 
decline next year. Again an offset 
is present, in the prospect of great- 
er spending by state and local gov- 
ernments, on highways and public 
works. 


Thus altogether, though time 
and steadily rising production are 
bringing stabilizing forces into 
play, any analysis of the outlook 
must also take account of the in- 
flationary forces and their sup- 
porting effects. Existence of the 
supports mentioned warrants the 
conclusion that complacence with 
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respect to inflationary pressures is 
hardly justified. “Although senti- 
ment and events recently have 
swung to the deflationary side, 
there is no assurance that they 
will not swing the other way 
again. Moreover, the belief that 
the boom must end in violent col- 
lapse should be carefully exam- 
ined in the light of the supports 
mentioned. Historical experience 
argues against stabilization at 
levels reached during a boom, or 
even approximately so. But there 
are no precedents for a situation 
in which Government props come 
into play, partly automatically, on 
any indication of a recession. 


But neither can all this point to 
a road of lasting stabilization and 
genuine economic progress. Neces- 
sary as armament and foreign aid 
is, they are a drain on our living 
standards, for they take labor and 
materials away from the produc- 
tion of goods which would raise 
living standards. These and other 
supports prop business as long as 
they last, and obviously they can- 
not last forever, but whether paid 
for by taxes or inflation, the cost 
is heavy and the ultimate effect in 
promoting boom and depression 
is certainly not negligible. 


Limit of Peace-Time Economy 


Thus far American rearmament 
and foreign aid have been sup- 
ported by the surplus of our peace- 
time economy, though not without 
creating tightness of supply in 
various directions. Without con- 
trols and without rationing, but 
only at a high level of taxation 
and considerable inflation, our 
economy is providing some $20 
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THE RUBBER INDUSTRY 
By P. T. Bauer 

Rubber, one of the world’s leading raw 
materials, is of strategic importance to 
the economy of both war and peace. At 
the same time, the excessive instability 
of the rubber industry presents a crucial 
problem in regulation. Mr. Bauer here 
presents an authoritative study of the 
structure, the techniques, the economics, 
the history, and the prospects of the 
rubber industry from 1929 to the pres- 
ent. He gives a detailed discussion and 
a critical evalution of perhaps the most 
powerful and certainly the most impor- 
tant of all raw material control schemes 
—that of the International Rubber Reg- 
ulation Committee. He includes valua- 
ble data on the monopolistic practices 
which eventuated in the critical war- 
time rubber shortage. He reviews the 
rise of synthetic rubber and the princi- 
pal aspects of future competition be- 
tween it and natural rubber, and studies 
the present position and future pros- 
pects of the industry as a whole. His 
book, which amounts to a case study in 
competition and monoply, will not only 
be of value to those concerned with rub- 
ber but will also find a wide range of 
readers among those interested in poli- 
tics and economics. 
Harvard University Press $7.50 


DICTIONARY OF 
MODERN ECONOMICS 


Prepared with the advice and coopera- 
tion of leading American economists, 
this dictionary is an invaluable hand- 
book for college students, businessmen, 
writers, and, in deed, all who are con- 
cerned with economic affairs. 

In short, this Dictionary is a short-cut 
through the jungle of theories, proposi- 
tions, generalizations, legalisms, and 
professional gobbledygook which has 
sprung up in recent years. 

The first book of its sort since the 
publication of Palgrave’s Dictionary of 
Political Economy in 1894, this indis- 
pensable guide is virtually as up to date 
as today’s newspaper and almost as 
comprehensive as an encyclopedia. 
Public Affairs Press $5.00 


THE NEW MEN OF POWER 
By C. Wright Mills 


NOT SINCE The Managerial Revo- 
lution has there appeared a book on 
American economic life so fresh, so 
hard-hitting, and so iconoclastic as The 
New Men of Power. It is a study, a col- 
lective portrait, of the newest economic 
and political elite in the United States 
—the top leadership of American labor. 


Solidly based on intensive personal re- 
search and the latest polling techniques, 
it gives the facts about our labor lead- 
ers—who they are, what they think, 
what they want to do to and for Amer- 
ica. And it sets these facts in a brilliant 
analysis of the dynamics of American 
economic and political life—the stresses 
and strains of our war-boom-slump 
economy. Dr. Mills’s approach is radical 
in the best American tradition of radi- 
calism. Sympathetic with the general 
cause of labor, he is highly critical of 
many aspects of labor leadership. And 
he subjects to a searching and caustic 
analysis the Bourbonism of the conser- 
vatives, the opportunistic maneuvering 
of the Communists, and the spineless- 
ness of the liberal rhetoric. 

Harcourt Brace $3.50 


THE MOST-FAVORED-NATION 


CLAUSE 
By Richard C. Snyder 

The most-favored-nation clause, which 
looms large in the tariff history of this 
country, stipulates that a nation bind 
itself to grant to another nation tariff 
terms at least no worse than it grants 
to any nation. Its application, and even 
its interpretation, varies widely in ac- 
tual practice; and here, in the first book 
devoted in its entirety to the subject, 
Professor Snyder has analyzed it in full. 
After three preliminary chapters on the 
nature of the clause itself, there follow 
chapters presenting a definition, classi- 
fication, and analysis of forms; an anal- 
ysis of limitations and exceptions; and 
finally an evalution and criticism of the 
clause. The heart of the work is based on 
treaties negotiated in the interwar peri- 
od, and which the author uses as a 
bridge from the so-called “classical” 
view of the clause to a new definition 
and classification. The student of politi- 
cal science will find here the most com- 
plete and compact analysis of the most- 
favored-nation clause in English. 
Kings Crown Press $2.75 


GOVERNMENTAL COSTS 
AND TAX LEVELS 
By Lewis H. Kimmel 

What is the cost of government likely 
to be in the early 1950’s? What level 
of taxes will be necessary to meet the 
indicated expenditures? How will state 
and local tax needs compare with those 
of the federal government? Can the 
present insistent demands for tax re- 
duction be reconciled with the essential 
requirement of fiscal stability? 

These and similar problems are con- 
sidered in this study. 
Brookings Institute $2.50 
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billion worth of goods and services 
over and above what we are con- 
suming domestically. This is just 
about the limit of what can be pro- 
vided in a peacetime economy. 
American industry in the aggre- 
gate is turning out about all that 
the supply of labor and materials 
will permit. 


Any substantial boosts in the 
armaments program, additional 
outlays for European lend-lease 
and for assistance to China, thus 
are bound to result in increasing 
economic strain, quite apart from 
budgetary strain. Yet needless to 
say, they will play a significant 
role in the business outlook over 
the next year, not only by keeping 
inflation going but by cushioning 
recession wherever such trends 
have been making an appearance. 





Changing U.S. Industrial Map 





(Continued from page 119) 


The element of decentralization 
has been a factor in industrial 
migration since the end of the 
war. On a geographic basis, ac- 
cording to a recent study by the 
National Industrial Conference 
Board, most new plants estab- 
lished for this reason have been 
located in the South and West. 
Makers of chemicals, drugs, 
pharmaceuticals, rubber products 
and small electrical appliances 
have tended to favor decentraliza- 
tion more than many other indus- 
tries. In contrast, steel, heavy 
machinery and petroleum refinery 
have tended to centralize for 
reasons involving co-ordination 
and heavy initial expense. 


Proximity to new markets, im- 
proved labor relations, access to 
raw materials and re-allotment of 
managerial responsibility usually 
motivate decentralization. The 
study made by the NICB covered 
148 concerns and found that more 
than half of them have already 
decentralized to some extent and 
the new facilities were mainly 
located in cities with populations 
from 10,000 to 100,000. In addi- 
tion, 28% of the concerns report- 
ing had definite plans for future 
decentralization. 


Concentration of numerous big 
plants in areas subject to rela- 
tively easy attack in case of war, 
especially if they are likely to be 
engaged in the production of mili- 
tary essentials, has been the sub- 
ject of deep study by the National 
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Security Resources Board. Con- 
sideration of this hazard has al- 
ready resulted in the shifting of 
the huge plants of Chance-Vought 
Aircraft Corporation, subsidiary 
of United Aircraft, from Connec- 
ticut to Texas, and similar moves 
may come about as other concerns 
take action. 


The NSRB, though, has re- 
cently taken a view that removal 
of facilities to distant inland lo- 
cations may not be the _ best 
answer to the problem. Rather do 
they suggest that scattering of 
plants from congested districts to 
a point not less than five or ten 
miles away might be equally de- 
sirable. Here they might find rela- 
tive safety from atomic bombing 
at least, for the high cost of this 
destructive weapon would pre- 
clude its use except where its ef- 





Population Changes 
°, 
/o 

1940 1948 1940-48 
July |, July !, Change, 

TOTAL 
U.S. 131,954,000 146,116,000 +-10.7 
Me. 847,000 987,000 + 5.9 
N.H. 492,000 556,000 +-13.0 
Vt. 360,000 378,000 +. 5.0 
Mass. 4,309,000 4,727,000 ++ 9.7 
i,t 711,000 745,000 + 4.8 
Conn. 1,708,000 2,013,000 +-17.9 
N.Y. 13,460,000 14,374,000 ++ 6.8 
N- J. 4,154,000 4,736,000 +-14.0 
Pa. 9,931,000 10,704,000 + 7.8 
Ohio 6,905,000 7,774,000 +-12.6 
Ind. 3,437,000 3,906,000 + 13.6 
Il. 7,892,000 8,746,000 +-10.8 
Mich. 5,278,000 6,219,000 +-17.8 
Wis. 3,141,000 3,315,000 + 5.5 
Minn. 2,800,000 2,917,000 + 4.2 
la. 2,542,000 2,597,000 +- 2.2 
Mo. 3,797,000 3,946,000 + 3.9 
N. Dak 638,000 542,000 —15.0 
S. Dak. 639,000 600,000 — 6.1 
Nebr. 1,315,000 1,285,000 — 2.3 
Kans. 1,798,000 1,967,000 +- 9.4 
Del. 269,000 297,000 +-10.4 
Md. 1,835,000 2,177,000 +18.6 
».C. 679,000 878,000 +-29.3 
Va. 2,721,000 3,038,000 -+-11.7 
W. Va. 1,913,000 1,910,000 — 0.2 
NC. 3,584,000 3,721,000 + 3.8 
S.C. 1,894,000 1,976,000 + 4.3 
Ga. 3,108,000 3,148,000 +- 1.3 
Fla. 1,914,000 2,409,000 +25.9 
Ky. 2,856,000 2,810,000 — 1.6 
Tenn. 2,933,000 3,144,000 + 7.2 
Ala. 2,825,000 2,847,000 +- 0.8 
Miss. 2,183,000 2,120,000 — 2.9 
Ark. 1,950,000 1,919,000 — 1.6 
La. 2,366,000 2,571,000 + 8.7 
Okla. 2,321,000 2,271,000 — 2.2 
Tex. 6,426,000 7,226,000 + 12.4 
Mont. 560,000 492,000 —12.1 
Ida. 529,000 523,000 — I. 
Wyo. 255,000 262,000 -+- 2.7 
Colo. 1,136,000 1,162,000 +- 2.3 
N. Mex. 536,000 562,000 + 4.9 
Ariz. 506,000 683,000 +-35.0 
Utah 555,000 650,000 -++17.1 
Nev. 112,000 144,000 +-28.6 
Wash. 1,752,000 2,454,000 +-40.I 
Ore. 1,102,000 1,649,000 +-49.6 
Calif. 6,980,000 10,129,000 +45.1 














fects could be felt over a concen- 
trated industrial area within a 
radius of a few miles. While de- 
fense factors may influence indus- 
trial migration to some extent 
henceforth, economic rather than 
military reasons may carry most 
weight, that is as to distant 
shifts. 


It may be possible that the 
Federal Trade Commission’s edict 
banning basing point price 
methods will encourage consider- 
able relocation of concerns using 
steel. One large parts manufac- 
turer has indicated that it may 
move from Ohio to Pittsburgh in 
order to gain lower freight rates 
on the f.o.b. basis now in vogue. 
On the other hand the heavy capi- 
tal investment and other handi- 
caps characteristic in the steel in- 
dustry will probably check any 
urge it may have to move nearer 
to customers. Development by 
United States Steel of the for- 
merly Government owned steel 
plants in Provo, Utah and a major 
expansion in its California sub- 
sidiaries, along with large scale 
expansion by the Kaiser interests 
in the Far West, should help to 
deter many steel consumers from 
relocating to avoid heavy freight 
rates. 


Considerable time must elapse 
before heavy goods industries of 
any description change locations 
on a substantial scale; meanwhile 
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it is quite possible that Congress 
may pass legislation restoring the 
basing point system. Congres- 
sional committees are now ready 
to conduct hearings on this im- 
portant subject. Of more imme- 
diate effect upon industrial migra- 
tion, perhaps, are recent techno- 
logical improvements in_ steel 
making that may stimulate con- 
struction of new plants in more 
than one direction. 


Republic Steel Corporation re- 
cently announced that it has 
placed in actual operation the first 
unit of a plant that employs con- 
tinuous casting methods, thus 
effecting substantial cost savings 
in construction and operation. If 
this new process lives up to ex- 
pectations, as now seems certain, 
new steel mills may be located in 
New England, the South or 
wherever demand is strong and 
the production of durable goods 
is likely to expand. This, too, re- 
— time for ultimate realiza- 
ion. 


All said, it is apparent that the 


industrial map is undergoing 
steady and significant changes 
due to population shifts, though 
the process is not quite as speedy 
as the figures might suggest. But 
since people create purchasing 
power and this supports every 
form of enterprise, the ebb and 
flow of migration in various sec- 
tions provides at least one good 
yardstick for industrial migration. 


Factors in Growth 


In the long run the demand for 
consumer goods rather than capi- 
tal equipment, along with the ele- 
ment of service jobs, is apt to 
count significantly in realizing the 
growth of various districts at the 
expense of others. This is well 
shown by current conditions in 
California where manufacturing 
jobs are less plentiful than during 
the war, and yet service jobs, Gov- 


ernment and municipal employ- 
ment have taken up a lot of slack 
despite the record gain in popu- 
lation. At that, as the labor sup- 
ply has now outstripped demand 
in this state, unemployment 
would be serious except for the 
boom, and further immigration is 
being discouraged unless jobs are 
secured in advance. We cite this 
because trends established thus 
far in every sector may level off 
or reverse as time passes, depend- 
ing upon new factors constantly 
forming to change the picture. 





Market Forecasting 
Good Business 





(Continued from page 111) 


will come about, but the altered 
climate and the over-all strength 
of the economic position provide 
at least a conceivable basis for it. 
Rarely have corporate earnings 
been evaluated more conserva- 
tively in the market than they 
are today. In them, and in good 
dividend yields, there is plenty 
for rising stock prices to feed on 
— if confidence can be recaptured. 


Our current thinking centers on 
watching for a propitious chance 
to employ reserve funds, rather 
than on doing more selling. We 
do not recommend any general ex- 
pansion of stockholdings, how- 
ever, at this writing. 

—Monday, November 1 





Trend of Events 





(Continued from page 108) 


to reason that there are definite 
limits in either respect although 
the practical potentials of the sec- 
ond alternative are far from ex- 
hausted. As to the first alterna- 
tive, no Government-financed ex- 
port boom can spell lasting pros- 
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perity; any attempt at perpetua- 
tion would be an extremely costly 
experiment doomed beforehand to 
ultimate failure. 

In a sense, our rising imports 
testify to the economic improve- 
ment abroad brought about by our 
postwar aid; without such aid, re- 
vival of commercial intercourse 
would have been much slower. 





As I See It! 





(Continued from page 109) 


government could win the people’s 
support, its fortunes would soon 
change. If not, the civil war will 
be lost and communism will have 
overrun another huge area from 
which it will be difficult to dis- 
lodge. The global struggle against 
communism will then have suf- 
fered a most serious. setback. 








LETTER FROM 
GROSVENOR SQUARE 
By John Gilbert Winant 


With the same quiet sincerity and 
warmth, Winant now tells his own story 
of the year before Pearl Harbor—that 
year of which most Americans know so 
little and of which he knows so much. 
When he came to London in February, 
1941, Churchill and his Cabinet prom- 
ised him: “You shall share our secrets.” 
Through his hands passed all the com- 
munications between Roosevelt and 
Churchill, and over and over again he 
records by how narrow a margin dis- 
aster was averted in the terrible days 
after the fall of France. 

As Ambassador, his chief concern was 
not only immediate agreement and un- 
derstanding between the two countries, 
but also long-term good relations. In the 
account of his stewardship, he not only 
shows our generosity but stresses the 
less known but not less important con- 
tributions which the British made to us 
through reverse Lend-Lease. 


H. M. Co. $3.00 


THE SOUTH AMERICAN 
HANDBOOK 


is the indispensable annual guide and 
book of reference to the countries, 
products, trade and resources of Cuba, 
Mexico, Central and South America. It 
is the business man’s reference book, 
traveller’s guide, investor’s informate, 
statesman’s encyclopedia, student’s man- 
ual, and the prospective settler’s vade 
mecum. 


Trade & Travel $1.50 
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In this new market recovery when the investment action 
you take is vital to preserving and building capital and 
income . . . we suggest that you turn to THE ForRECAST just 
as you would consult your lawyer, doctor, architect, etc., 
for professional advice. FORECAST SERVICE will provide 
you with the essentials you need in conducting a sound 
investment program. 


1. When to Buy and When to Sell 


Our weekly market forecast . . . with chart of daily 
action ... projects the trends and basic forces at work. 
Definite market advice is then 
given which you can apply to 


3. Programs Fitted te Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and ais There are three programs: (a) 
Streesing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Pereentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 

Sound selection and proper tim- 





ing keynote Forecast Service. 





your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs . 

are Dow Theory Interpreta- 
tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Suppert Indicator 
measuring supply and demand. 
The latter warned of the 1946 
break six weeks ahead . .. and 
has gauged the movements of 
1947-1948 with high accuracy. 


Our 








2. Definite Advices on Intrin- 


surance 


to you of satisfactory 
service is based on... 
—Our substantial growth in clientele over 
the past few years; 
—Our staff and facilities; 
—Our outstanding record . . 
better than the market; 
—Our more than 31 years experience; 
—Our high renewal percentage. We want to 
serve you so you will make The Forecast a 
permanent part of your investment program. 


4. Continuous Consultation 


You are welcome to consult us 
. . . by mail or by wire... on 
securities in which you are im- 
terested . . . as many as 12 at 
a time ... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold . . . switch .. . or close 
out. 


. consistently 


Tax Savings . . . We will serve 














sically Sound Issues 


All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) Good Yields Amply Supported by Earnings. 
Of course, special situations are advised with emphasis 
ehiefly on price appreciation. Technical as well as funda- 
mental factors are carefully considered as it is our stead- 
fast policy to have you strategically time your commit- 
ments. This overall analysis is fully applied to all 
selections . . . bonds and preferreds as well as 
common stocks. 
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THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, Te ¥. 


I enclose [ $50 fer 6 months’ subscription; (] $75 for a year’s subscription. 
SPECIAL MAIL SERVICE ON BULLETINS 
Air Mail: (1 $1.00 six months; [J $2.00 
Canada. 
$3.50 six months; 


you in capitalizing on tax sav- 
ings up to 25% .. . establishing 
short term and long term gains and losses . . . taking 
advantage of price and value disparities. This personal 
advice alone can readily be worth many times our mod- 
erate fee. 


Enroll NOW to receive our special new selections of 
“Undervalued Securities for Profit and Income” now be- 
ing recommended . .. and new opportunities as uncovered. 
At this time, you also have the advantage of our Special 
Offer before rates are increased. Mail coupon below. 


0 Telegraph me collect in anticipation of 
important market turning — ara 
when to buy and when to sell. 








MONTHS' 
service 900 Spedal Delivers: 1 
C) $7.00 one year. 

] MONTHS’ 75 

SERVICE $ Name 
Effective November 15, Forecast Address 
Service will be 6 months $60; 
one year $100. Enroll NOW to City 


State 





save $10 on 6 months service; 
$25 on 12 months service. 
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Your subscription shall not be assigned at 
any time without your consent. 


List up to 12 of your securities for our 
initial Advisory and Tax Savings Report. 
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THE BOARD OF DIRECTORS 
IN SMALL CORPORATIONS 
By Myles L. Mace 


This study examines the extent to 
which boards of directors can provide 
useful sources of management assist- 
ance for the chief operating executives 
of small and growing enterprises. 
Harvard Business School $2.00 


MANUAL OF PRACTICAL 
OFFICE SHORT CUTS 


Compiled from tested ideas 
submitted by members of the 
National Office Management Association 
Here is an invaluable collection of 625 
proven practices and procedures for 
streamlining office routine. Covering the 
important, everyday functions of the 
modern organization, this manual sup- 
plies details on many refinements for in- 
creasing the effectiveness of depart- 
mental operations and of executive con- 
trol—from practical hints in filing and 
typing, to improved practices of inven- 
tory control—from specimen work sim- 
plification forms, to scientific tests for 
the selection of personnel—etc. In bring- 
ing them together in this convenient 
form, the book—through ample, to-the- 
point descriptions—plus more than 100 
drawings and photographs of records, 
forms, equipment, and miscellaneous 
gadgets—makes crystal clear how each 
idea can be applied with profit in your 
own company’s various departments. 
McGraw-Hill $3.50 


THROUGH RUSSIA’S BACK DOOR 
By Richard E. Lauterbach 


In addition to giving an intimate view 
of an unknown frontier region and a 
lively picture of the Russians as indi- 
vidual men and women, Mr. Lauterbach 
pauses to consider the reasons for the 
seemingly unbridgable gap between the 
Soviets and ourselves. Whose is the re- 
sponsibility? What can be done? He ad- 
vocates an approach to the peace which 
is neither “tough” nor “soft,” but is 
based upon a common understanding 
between people who are more alike than 
different. Here is a vivid narrative and 
a considered evalution which is as en- 
tertaining as it is provocative. 

Harper $2.75 


WILL DOLLARS SAVE THE WORLD? 
By Henry Hazlitt 

Here is an illuminating forecast of 
the future, and a startling one. It is 
sober in tone, thoroughly informed, 
clearly thought out, and brilliantly writ- 
ten. For the crucial importance of its 
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subject matter, no less than the cogency 
of its analysis, it is a book no thinking 
person should miss. 

Appleton-Century $1.50 


EARLY DAYS OF OIL 
By John A. Mather 

No other industry has a comparable 
pictorial record of its beginnings. How 
many pictures Mather took is not known, 
but in the Titusville fire and flood of 
1892 he lost over 16,000 negatives. For- 
tunately about 3,000 were saved and 
today are preserved in the Drake Mu- 
seum. From this priceless collection, the 
author has selected 365 of the most rep- 
resentative pictures, supplementing 
them with a few others drawn from con- 
temporary sources: The pictures are ac- 
companied by captions and brief descrip- 
tive notes. 

The scope of Early Days of Oil is 
broad and imcludes many pictures illus- 
trating life on Oil Creek. Though of 
special interest to oil men, the book will 
appeal to everyone interested in one of 
the most colorful eras in American his- 
tory, especially modern photographers, 
who will be fascinated by Mather’s work. 
Princeton $6.00 


THE LOCATION OF 
ECONOMIC ACTIVITY 
By Edgar M. Hoover 

This new book presents an organized 
body of principles relating to the spatial 
relations of economic activities. The ap- 
proach and much of the content are en- 
tirely new. The book is primarily analy- 
tical rather than descriptive, devoting 
particular attention to problems of loca- 
tional change and adjustment, and to 
objectives, methods, and implications of 
policies of public control. 

In general, the book develops ideas on 
the selection of locations for private and 
public facilities, land utilization, metro- 
politan and regional planning, and pro- 
grams of industrial development and 
stabilization at local, state, regional, and 
national levels. 

McGraw-Hill $3.75 


INCOME, EMPLOYMENT AND 
PUBLIC POLICY 
Essays in Honor of Alvin H. Hansen 
Norton Publishing 

The essays contained in this book are 
the work of Professor Hansen’s students 
at Harvard and other close associates. 
They are written and assembled here to 


honor his sixtieth birthday. Appropri- 


ately, they are concerned with the vari- 
ous important aspects of the business 
cycle and economic policy, the related 


fields in which Professor Hansen has 
done his great work. Together they con- 
stitute a significant contribution to mod- 
ern political economy. The contributors 
to this volume are some of the most bril- 
liant younger economists of the present 
day. 


LOOKING AHEAD FIFTY YEARS 
By Roger Babson 


Few men are as well qualified as 
Roger W. Babson to write prophetically 
about the kind of world we may be liv- 
ing in a few years hence. In the field of 
business forecasting, to which he has 
devoted most of his life, he has achieved 
world-fame. Today his analyses guide 
the actions of thousands of successful 
business leaders and his teaching the 
destinies of future business leaders 
through Babson Institute, Webber Col- 
lege and Utopia College. 

In this revised edition of the book 
which has won an enthusiastic following 
since its original publication in 1942, he 
projects new forecasts en the basis of 
recent developments in fields of business, 
science, government and world affairs. 
Harper $2.50 


OF FLIGHT AND LIFE 
By Charles A. Lindbergh 


The personality and insight of a 
unique individual — one whose experi- 
ence of flight and of life has been unique 
—give a strange force and significance 
to this little book in which an airman, 
who is also a student of science, at- 
tempts to clarify the crisis the world 
faces, to communicate with men and 
women of similar concern, to search for 
a solution. The flight of his thought, in 
these pages, is like that flight of his, so 
many years ago, across the lonely wastes 
of the Atlantic. It is as solitary and 
as daring. 

Charles Scribner's Sons $1.50 


THE AMERICAN 
POLITICAL TRADITION 
By Richard Hofstadter 


This is a study of men and ideas in 
American politics, from the Founding 
Fathers to F. D. R., and an explanation 
of our national nostalgia for our past. 
It is unorthodox it will outrage many 
people; but no one will deny the author- 
ity of its arguments, the happy disen- 
chantment of its mood, or the edged and 
sparkling irony of its style. The myths 
of history cast no spell on Mr. Hof- 
stadter, so that he has been free to write 
a book noteworthy for its original inter- 
pretation of our chief political tradition 
and for its shrewd insight into the pub- 
lic character of our major statesmen. 
Knopf $4.00 
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OF A SERIES 


j 


VOO PIONEERS 


MANUFACTURING 
ORPORATION 


TELEVISION 





CROSLEY. Engineering of Exclusive 
Receivers is typical of what AVCO 


means to American Homes 


HE TELEVISION RECEIVER shown 
feel a convenient place in any 
American Home. 

It has a 12-inch tube, giving you a 
picture large enough to see clearly with- 
out eyestrain, 

Another Crosley Spectator Television 
Set is the Swing- A-View— permitting 
youtoturn the picture to suit the family’s 
convenience—an exclusive Crosley 
feature. 

The 25-year Crosley record of build- 
ing millions of Radio Sets and Phono- 
graphs—combined with its equally long 
history of broadcasting over WLW in 


é 


Cincinnati— make Crosley one of the 


very few companies with basic experi- 
ence in both phases of television. 

Avco, through the home appliances 
of its Crosley division, through Ameri- 
can Central kitchen equipment, Spencer 
residential heating plants and New Idea 
farm implements, is serving American 
life with a rounded program of Planned 
Diversification. 


ALCO 


ANUFACTURING 
CORPORATION 


420 LEXINGTON AVE., NEW YORK a7 











Operating Divisions 
CROSLEY DIVISION 
Television and Radio 
Refrigerators and Appliances 
Cincinnati, Ohio; Richmond, Indiana 
AMERICAN CENTRAL DIVISION 
Steel Kitchen Cabinets and Sink 
Connersville, Indiana 
NEW IDEA DIVISION 
Farm Equipment 
Coldwater and Circleville, ¢ Jhio; 
Sandwich, Illinois 
LYCOMING DIVISION 
Aircraft and Industrial Engines 
Williamsport, Pennsylvania 
SPENCER HEATER DIVISION 
Heating Boilers and Castin; 
Williamsport, Pennsylvania 


Consolidated Subsidiaries 
CROSLEY BROADCASTING CORP, 
Stations WLW and WLW-—T 
Cincinnati, Ohio; W/NS, New York 
THE NASHVILLE CORPORATION 
Buses, Ranges and Freezer 
CROSLEY DISTRIBUTING CORP. 
1775 Broadway, New York 


Associated Companies 
ACF-BRILL MOTORS COMPANY 
Transit Buses, Trackless Trolleys 
Philadelphia, Pennsylvania 
HALL-SCOTT DIVISION 
Bus, Truck and Marine Engines 
Berkeley, California 
NEW YORK SHIPBUILDING CORP, 
Naval Vessels, Commercial Vessel 
Camden, New Jersey 


Airlines Investments 


AMERICAN AIRLINES, INC. 
PAN AMERICAN AIRWAYS CORP, 





